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is being filed. Please let me know if you have any questions.
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Ms. Dorothy Attwood

Chief, Common Carrier Bureau
Federal Communications Commission
445 12™ Street, SW- Room 5C-450
Washington, D.C. 20554

RE: Merger Condition for Carrier-Carrier Performance Assurance Plan
Dear Ms. Attwood:

I am writing to request your concurrence that the comprehensive performance reporting and
enforcement plan applicable to the former GTE service area in Illinois satisfy the merger
condition requirement that permits Verizon to terminate the carrier-to-carrier 1performance: plan
described in the Bell Atlantic/GTE merger conditions for those service areas.” Verizon believes
the Illinois Plan meets this requirement, and that there is no further need to report performance
results there under the merger standards.

The Illinois Commerce Commission (ICC), as a condition of approving the Bell Atlantic/GTE
merger, required that Verizon participate in a collaborative process with the ICC and the CLECs
to tatlor GTE’s then proposed OSS measurement, reporting and incentive plan to Illinois’ needs.”
The ICC directed that the collaborative process should commence within 30 days of the merger
closing, and should be completed within six months. In compliance with the ICC’s Order,
Verizon and CLECs participated in collaborative meetings led by an ICC Staff member.

As a result of this collaborative process, the participants developed Carrier-to-Carrier Guidelines
for performance measures and a Performance Assurance Plan. The Final Collaborative Report to
the ICC, which includes these documents, is Attachment 2 to this letter. The measures,
standards, and remedies, including both dollar amounts and methods of calculation, under the
Illinois Plan are identical to the Merger Conditicn Plan in all material ways, with the
amendments noted in the Attachment 2 cover letter. One difference, which would be expected,
payments will be directed under this plan to parties other than the US Treasury. Because the

GTE Corporation, Transferor, and Bell Atlantic Corporation, Transferee, For Consent to Transfer Contrel,
App. D, {17, (rel. June 16, 2000) (hereinafrer Merger Conditions).

GTE Corporation and Bell Atlantic Corporation ,[Docket No. 98-0866], page 43, Condition 2 (October
29, 1999) See Attachment 1



Illinois Plan matches the Merger Condition Plan with respect to the measures, standards and
remedies, it must be viewed as comprehensive.

As required, Verizon is filing this notice with the Secretary of the Commission. Please do not
hesitate to call me if you have any questions.

Sincerely,

Attachments

cc: Carol Mattey
Tony Dale
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STATE OF ILLINOIS
ILLINOIS COMMERCE COMMISSION

GTE Corporation and Bell Atlantic
Corporation

Joint application for the approval : 98-0866
of a corporate reorganization :

involving a merger of GTE

Corporation and Bell Atlantic

Corporation.

By the Commission:
L PROCEDURAL HISTORY

On December 2, 1999, GTE Corporation (“GTE”) and Bell Atlantic Corporation
(“Bell Atlantic”) (coliectively, “Applicants” or "Joint Applicants") filed a joint application
with the lllinois Commerce Commission (“Commission”) pursuant to Section 7-204 of
the Public Utilities Act (“Act”) (220 ILCS 5/7-204) seeking approval of a corporate
reorganization involving the parent company merger of GTE and Bell Atlantic.

Petitions to intervene in this proceeding were filed by Sprint Communications
Company L.P., d/b/a Sprint Communications (* Sprint’); AT&T Communications of
llinois, Inc. ("“AT&T"); MCI WorldCom, Inc.; SBC Communications, Inc.; Nextlink lllinois,
Inc.; llinois Bell Telephone Company (“Ameritech lllinois”); the People of the State of
lilinois; the Cable Television & Communications Association of lllinois; the People of
Cook County; L.R. Communications, Inc.; Local 51, International Brotherhood of
Electrical Workers; the Telecommunications Resellers Association; and CoreComm
Ltd. ("CoreComm"). These petitions to intervene were granted by the Hearing
Examiners.

Pursuant to proper legal notice, a pre-hearing conference was held in this matter
before duly authorized Hearing Examiners of the Commission at its offices in
Springfield, illinois on December 21, 1998. Thereafter, evidentiary hearings were held
on June 28-30, 1999. Appearances were entered at the evidentiary hearings by
counsel on behalf of Applicants, AT&T, Sprint and Commission Staff (“Staff’). The
following witnesses testified on behalf of Applicants in support of the application: James
A. Attwood, Jr., Executive Vice President, Strategic Development and Planning for
GTE; Sherry F. Bellamy, President and CEO of Bell Atlantic-Maryland; Edward J.
Weise, Region President, GTE North; Stephen L. Shore, Assistant Comptroller —
Wireline Operations for GTE Corporation; Steven M. Banta, Vice-President -
Regulatory and Governmental Affairs, Central, for GTE Service Corporation; Jerome
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Holland, Director of Open Markets Transition Program Office for GTE; and John
Peterson, Director — Contract Compliance for GTE Network Services. Cathleen M.
Conway, District Manager-Government Affairs, and Joseph Gillan, an outside
economist, testified on behalf of AT&T. David E. Stahly, Manager of Regulatory Policy,
testified on behalf of Sprint. The following witnesses testified on behalf of Staff.
Douglas Price, Section Chief-Rates in the Commission’s Telecommunications Division;
Cindy Jackson, an employee in the Office of Consumer Programs within the
Commission’s Consumer Services Division; S. Rick Gasparin, Samuel S. McClerren,
Patrick L. Phipps and Julie M. VanderLaan, Economic Analysts in the Commission’s
Telecommunications Division; Marcy Schroll, the 9-1-1 Program Assistant for the
Commission’s Consumer Services Division; and Janis Freetly, a Financial Analyst in the
Commission’s Financial Analysis Division. At the conclusion of the hearing on June 30,
1998, the record was marked “Heard and Taken.”

Applicants, AT&T, Sprint and Staff filed initial and reply briefs. Applicants, AT&T
and Sprint filed draft orders.

The Hearing Examiners’ proposed order was served on the parties. Briefs on
exceptions were filed by Applicants, AT&T, Sprint, CoreComm and Staff. Replies to
exceptions were filed by Applicants and Staff. These filings have been considered by
the Commission in reaching its conclusions herein.

. DESCRIPTION OF THE PROPOSED REORGANIZATION

GTE is a corporation created and existing under the laws of the State of New
York with its principal place of business located in Irving, Texas. GTE is a diversified
telecommunications company.  Through its various subsidiaries, GTE provides
customers throughout the United States and in several foreign countries with a wide
variety of communication services, including voice, video and data telephone services,
wireless communication services, directory publishing and advertising, and Internet and
internetworking services. GTE’s local telephone subsidiaries serve 22.3 million access
lines in twenty-eight states, including lllinois. In addition, GTE Communications
Corporation (“GTECC") is licensed in various states, including lllinois, to provide
competitive local exchange service and long distance service. GTE also provides
wireless services to its GTE wireless subsidiaries. GTE’s annual operating revenues
were $23 billion in 1997. '

GTE has two subsidiaries that are regulated by the Commission as public
utilities, GTE North Incorporated (“GTE North”) and GTE South Incorporated (*GTE
South”). GTE North is a Wisconsin corporation that provides local exchange telephone
service, access service, and intra LATA toll service throughout the State of lllinois.
GTE South is a Virginia corporation that provides local exchange telephone service,
access service and intra LATA toll service.

Bell Atlantic is a corporation created and existing under the laws of the State of
Delaware with its principal place of business in New York, New York. Bell Atlantic is a
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diversified telecommunications company that provides voice and data transport and
calling services, network access, directory publishing and public telephone services.
Bell Atlantic began operations in 1984 following the divestiture of AT&T. In 1997, Bell
Atlantic merged with NYNEX, another regional Bell operating company (“RBOC?),
having obtained the necessary approvals of the state commissions of Bell Atlantic’s and
NYNEX's service regions and of the Federal Communications Commission (“FCC").
Bell Atlantic’s telephone operating subsidiaries provide communication services to
customers in the Northeast and Mid-Atlantic Regions comprising 13 states and the
District of Columbia. Bell Atlantic’s telephone subsidiaries are regulated as public
utilities in the states in which they operate and are regulated by the FCC for the
interstate services they provide to interexchange carriers and users. Bell Atlantic’s
operating revenues in 1997 were $30 billion, of which approximately 80 percent was
generated by the telephone subsidiaries.

GTE and Bell Atlantic entered into a merger agreement on July 27, 1998. Under
the terms of the merger agreement, GTE will become a whally owned subsidiary of Bell
Atlantic. Accordingly, at the completion of the merger, Bell Atlantic will acquire indirect
control of GTE North and GTE South. At the effective date of the merger, each
outstanding share of GTE common stock will be cancelled and converted into the right
to receive 1.22 shares of common stock of Bell Atlantic in a tax free stock-for-stock
exchange.

Although the merger is structured so that Bell Atlantic will be the surviving parent,
the merger is nevertheless a merger of equals. Prior to closing, the respective boards
of directors of GTE and Bell Atlantic will each select half of the Board of Directors of the
merged company, to the extent possible from current directors of the respective
companies. Charles R. Lee, currently Chairman and Chief Executive Officer of GTE, will
become chairman of the merged company. Mr. Lee will also serve as Co-Chief
Executive Officer of the merged company together with lvan Seidenberg, currently
Chairman and Chief Executive Officer of Bell Atlantic. Mr. Seidenberg will be the
President of the merged company and will become the sole Chief Executive Officer of
the merged company on July 1, 2002. Mr. Lee will continue to serve as chairman until
June 30, 2004, when he will be succeeded by Mr. Seidenberg. The management and
corporate governance responsibilities will both be evenly divided between the
corporations.

Because the merger is an exchange of stock at the parent company level, it does
not involve or require the sale, assignment or transfer of the property of GTE North and
GTE South. GTE North and GTE South will continue to hold all licenses and
authorizations they held prior to the merger. None of the rates, terms, or conditions for
the provisions of telecommunication services applicable to GTE North and GTE South,
(which are on file with and approved by the Commission} will change as a result of the
merger. No operations, lines, plant, franchise, or permits of the regulated subsidiaries
will be merged with the lines, plant, franchises or permits of any other company.
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lll. APPLICABLE LAW

The action of the Commission in this proceeding with respect to the merger of
GTE and Bell Atlantic is governed by Section 7-204 of the Act relating to the approval of
reorganizations. Under Section 7-204, the term “reorganization” is defined as “any
transaction which, regardless of the means by which it is accomplished, resuits in a
change in the ownership of the majority of the voting capital stock of an lllinois public
utility; or the ownership or control of any entity which owns or controls a majority of the
voting capital stock of a public utility . .. .”

The relevant portions of Section 7-204 provide:

(b) No reorganization shall take place without prior Commission
approval. The Commission shall not approve any proposed
reorganization if the Commission finds, after notice and hearing,
that the reorganization will adversely affect the utility’s ability to
perform its duties under this Act. In reviewing any proposed
reorganization, the Commission must find that:

(1)  the proposed reorganization will not diminish the utility’s
ability to provide adequate, reliable, efficient, safe and least-
cost public utility service;

(2) the proposed reorganization will not result in the unjustified
subsidization of non-utility activities by the utility or its
customers;

(3) costs and facilities are fairly and reasonably allocated
between utility and non-utility activities in such a manner that
the Commission may identify those costs and facilities which
are properly included by the utility for ratemaking purposes;

(4) the proposed reorganization will not significantly impair the
utility’s ability to raise necessary capital on reasonable terms
or to maintain a reasonable capital structure;

(5) the utility will remain subject to all applicable laws,
regulations, rules, decisions and policies governing the
regulation of lllinois public utilities;

(6) the proposed recrganization is not likely to have a significant
adverse affect on competition in those markets over which
the Commission has jurisdiction;

(7)  the proposed reorganization is not likely to result in any
adverse rate impacts on retail customers.
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(c) The Commission shall not approve a reorganization without ruling on:

(i) the allocation of any savings resuiting from the proposed
reorganization; and

(ii) whether the companies should be allowed to recover any
costs incurred in accomplishing the proposed reorganization
and, if so, the amount of costs eligible for recovery and how
the costs will be allocated.

() In approving any proposed reorganization pursuant to this Section
the Commission may impose such terms, conditions or
requirements as, in its judgment, are necessary to protect the
interests of the public utility and its customers.

AT&T contends that the merger of GTE and Bell Atlantic requires Commission
approval under Section 7-102 of the Act. (AT&T Initial Brief at 10) Section 7-102(d) of
the Act requires Commission approval before a public utility by any means, direct or
indirect, can merge or consolidate its franchises, licenses, plant, business or other
property with that of any other public utility. The Commission concludes that approval
of the merger is not required under Section 7-102(d) of the Act. Section 7-102(d} of the
Act applies to the merger of one public utility with another public utility. GTE North
Incorporated and GTE South Incorporated, the two Illinois public utilities affected by the
corporate reorganization, are not merging.

V. OVERVIEW OF THE PARTIES’ POSITIONS
A. Applicants’ Position

Applicants contend that their evidence demonstrates that the proposed merger
meets the requirements of Section 7-204(b) and (c). They indicate that lllinois
consumers will benefit from merger generated savings, best practices and increased
competition. They note that they have committed to many specific benefits, including
the following:

GTE will reduce rates by $10.03 million upon merger consummation to
account for earnings and merger savings.

GTE will file for a general rate case approximately three years after
merger closure, allowing the Commission the opportunity to fully allocate
actual, realized merger costs and savings.

Prior to that rate case, GTE will not apply for an increase in local
residential and business service rates and local usage rates for non-
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competitive residential and business accounts (except as required for
Commission ordered Universal Service Fund (“USF”) modifications).

The merged entity will aggressively compete to provide local service to
Chicago’s residential and small and medium business customers, thus
offering substantial head-to-head competition with Ameritech.

The merged entity will spend a minimum of $234 million in infrastructure
capital investment in lllinois in the next three years. This commitment
does not include additional investment the post-merged entity will be
making to support entry into the Chicago market.

The merged entity will maintain office(s) in Illinois with a level of staff to
ensure compliance with all Commission rules, statutes and orders.

Applicants indicate that they and Staff have resolved the vast majority of their
issues. They state that Staff proposed thirty-five conditions in its testimony, and assert
that they have satisfied all of Staff's recommended conditions, except for those that
Staff withdrew and those that are outside the scope of review under Section 7-204 of
the Act. (Applicants’ Initial Brief at 3-4)

B. Staff’s Position

Staff contends that the proposed merger, as filed, fails to meet all of the
requirements in Sections 7-204(b) and (c), except for Section 7-204(b)(4), which
requires that the proposed merger not significantly impair the utility’s ability to raise
necessary capital on reasonable terms or to maintain a reasonable capital structure.
Staff states that the areas in which the proposed merger fails to meet the requirements
of Section 7-204 include the impact on local exchange competition, service quality,
cross-subsidization, and regulatory oversight and issues related to the flow-through of
merger savings. Staff concludes, however, that if the Commission adopts Staff's
proposed conditions, the proposed merger will meet all of the requirements of Section
7-204. Since the Applicants committed to implement several of Staff's conditions, Staff
believes that the proposed merger should be approved, subject to Staff’s conditions.
(Staff Initial Brief at 4)'

C. AT&T’s Position

AT&T contends that the proposed merger fails to meet the requirement in
Section 7-204(b)(6) of the Act since it is likely to have a significant adverse effect on
competition in those markets over which the Commission has jurisdiction. AT&T notes
that the combined GTE/Bell Atlantic would encompass approximately 40% of the
access lines in the United States. AT&T states that this concentration of monopoly
assets in one entity raises anti-competitive concerns. AT&T asserts that the combined

' Al citations in this order to Staff's initial brief refer to Staff’s corrected initial brief filed on August 13,
1999,
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GTE/Bell Atlantic will be better able to resist competitive inroads within their service
territories. AT&T contends that the harm to competition in Hllinois will not be limited to
GTE’s exchanges since Applicants intend to exploit Bell Atlantic’s northeast monopoly
in pursuit of the “national” business customer in the Chicago market. AT&T
characterizes the proposed merger as an effort to leverage the Applicants' exchange
monopoly into a broader number of related products and geographic markets. (AT&T
Initial Brief at 2-5}

AT&T contends that conventional regulatory conditions cannot cure the anti-
competitive effects of the proposed merger. AT&T states that such conditions are
simply promises on the part of the merged entity to cure particular shortcomings, and
have proven to be ineffective if not unenforceable. AT&T recommends denial of the
merger. AT&T indicates that if the Commission decides to approve the merger, the
following conditions, in addition to those proposed by Staff, should be imposed as an
attempt to blunt the ability of the merged entity to leverage its incumbent market power:
(1) Applicants should be prohibited from offering any service outside of their franchise
footprint, where any price, term or condition of service is dependent upon, jointly
marketed with, or in any other way linked to the purchase of a service offered by them
within their franchise area; (2) Applicants should be prohibited from evading their
incumbent local exchange carrier (“ILEC”) obligations by forming sham competitive locall
exchange carrier (“CLEC”) affiliates to compete with themselves within their ILEC
footprint; (3) GTE should be required to lower its intrastate switched access rates to
cost to encourage competitive entry into in-state toll markets; and (4) Applicants should
be required to automatically extend to entrants in lllinois the most favorable terms
offered or obtained in any other state in which they operate, either as an incumbent or
entrant. (/d. at 7-8 and 33)

D. Sprint’s Position

Sprint recommends that the merger be denied. Sprint asserts that the merger
will have numerous anti-competitive effects in lllinois that are not offset by the merger
efficiencies claimed by Applicants. Sprint concludes that the merger violates Section
7-204(b)(6) of the Act and will have a significant adverse effect on competition for the
following reasons: the merger (1) eliminates Bell Atlantic as a significant potential
competitor in the local exchange market on its own in lllinois; (2) heightens the
incentives and ability of the merged entity to discriminate against its competitors in the
local exchange market; and (3) adversely effects competition in the intraLATA and
interLATA markets as a result of the Applicants’ increased incentive to discriminate
against rivals in favor of their affiliated interexchange carriers. (Sprint initial brief at 1-2)

V. THE REORGANIZATIONS’ COMPLIANCE WITH THE REQUIREMENTS OF
SECTION 7-204(B) AND (C) OF THE ACT
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A Whether the proposed reorganization will diminish GTE’s ability to
provide adequate, efficient, safe and least-cost public utility service.
Section 7-204(b)(1)

1. Applicants’ Position

Applicants contend that the proposed merger will not diminish GTE North and
GTE South’s ability to provide adequate, reliable, efficient, safe and least-cost service.
Applicants note that nothing about the merger reduces GTE’s commitment to lliinois in
terms of providing customers with quality service and modern innovative products and
services via a state-of-the-art telecommunications infrastructure. (Applicants’ Initial Brief
at 12) Applicants take the position that not only will service quality not diminish, but that
several benefits of the merged company will enhance the merged company’s ability to
maintain and improve service quality. (Applicants’ Ex. 3.00 at 9)

First, Applicants note that they are committed to continuing to make the
necessary capital investments in lllinois, not only to meet customers’ current demands,
but to be positioned to offer customers new and enhanced services. Moreover,
Applicants point out that they have committed on the record to spend not less than
$234 million in infrastructure capital investment in lllinois in the next three years, which
they say is consistent with GTE’s past and planned capital infrastructure investment in
llinois. (/d.)

Second, Applicants note that the evidence demonstrates that Bell Atlantic’s
service quality performance after its merger with NYNEX remained at a high level and in
the former NYNEX territory of New York state, service continued to improve following
the merger. (Applicants’ Initial Brief at 12-13)

Third, Applicants point to GTE’s generally high performance in achieving the
Commission’s Part 730 service quality objectives. In the period from January 1997 to
the present, GTE met or exceeded every Commission quality of service standard
except one. The one objective GTE did not consistently meet during that period, the
Percent Out Of Service < 24 Hours (“O0S<24"), has since been corrected and GTE
has not missed O0S<24 during the most recent 9 months. (Applicants’ Initial Brief at
14)

Applicants also provided evidence that the merger will not affect 9-1-1 system
integrity and that GTE has already taken steps to increase 9-1-1 staffing. (Applicants’
Initial Brief. at 15-16) After the merger, Applicants will evaluate implementation of Bell
Atlantic’'s Universal Design Principles through the “best practices” process and will
readily participate in any Commission effort to establish an industry-wide Disabilities
Advisory Council. (Applicants’ Initial Brief at 17-18)

2. Staff’s Position
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Staff expressed concems regarding the impact of the proposed transaction on
GTE’s quality of service and proposed that several conditions be imposed if the merger
is to be approved.

Staff raised several service quality concerns about the proposed reorganization.
First, although Staff recognizes that the Applicants have no post-merger plans to
change 9-1-1 operations in lllincis, Staff expressed a concern that organizational and
operational differences between Applicants’ respective 9-1-1 systems may result in
diminished integrity of Applicants’ 9-1-1 post-merger system. Specifically, Staff is
concerned that Applicants’ ability to maintain its 8-1-1 service quality may diminish if the
post-merger company imposes organizational changes such as database integration
and/or reduction of GTE’s 9-1-1 staff in lllinois. To alleviate these concerns, Staff seeks
to place conditions on the merger relating to 9-1-1 organizational changes by the post-
merger company. Specifically, Staff recommends that GTE be required to obtain
Commission approval prior to the reduction or removal of any 9-1-1 staff which are
functional in providing 9-1-1 services in lllinois; and that any post-merger operational
changes that are made in the delivery of 9-1-1 services be transparent to the 9-1-1
system. (Staff Initial Brief at 8) Staff further proposed that any rate increase requested
specifically for 9-1-1 network and services should not create any additional profits for
the merged company.

Second, Staff expressed a concern that Applicants have not provided detailed
information regarding the “best practices” that Applicants will adopt after the merger.
Based on that concern, Staff recommends that the Commission require Applicants to
submit a list of “best practices” to the Commission within six months of merger
consummation and for five years thereafter. Staff further recommends that Applicants
be required to notify the Commission if a best practice cannot be implemented. (Staff
Initial Brief at 11)

Staft also recommends that the proposed merger be conditioned on
advancements in and improvements for access to telecommunications service for
people with disabilities. (Staff Initial Brief at 11) Specifically, Staff proposes that the
Commission condition merger approval on Applicants adopting Bell Atlantic’s Universal
Design Principles and establishing a Disabilities Advisory Council. (Staff Initial Brief at
14)

Staff emphasizes that GTE must continue to maintain an adequate presence in
lllinois after the proposed merger to facilitate response to customers’ needs and
Commission regulation. Accordingly, Staff recommends that the Commission require,
as a condition of merger approval, that Applicants maintain an office(s) in lllinois with a
level of staff necessary to ensure compliance with all Commission rules, statutes and
orders. (Staff initial Brief at 15-16)

Staff is also concerned that Applicants’ commitment to enter the Chicago market
not be executed to the detriment of GTE's existing lllinois customers and that
customers’ interests throughout the state be balanced for all classes of customers.
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Staff thus recommends that the Commission order, as a condition of merger approval,
that the Applicants aggressively compete to provide local service to Chicago’s
residential, small and medium business customers, without diminishing service to
GTE’s current customers while entering Chicago. (Staff Initial Brief at 16-17)

In addition, Staff cites GTE’s service quality record and raises a concern relative
to GTE’s performance in achieving the O0S<24 standard. Staff also cites to Ameritech
lllinois’s acquisition of certain assets of the former Sprint/Centel of lilinois and purported
service quality problems after the unification of those two networks as an indication that
a problem could arise after the merger. To allow Staff to monitor O0S<24, Staff
recommends that the merger be conditioned on GTE filing monthly quality of service
reports relative to Code Part 730 requirements for the three years following the merger
with the Commission. (Staff Initial Brief at 18-20)

Staff also expresses concern about Applicants’ post-merger investment in its
network infrastructure, Staff asserts that GTE's technological deployment in lllinois lags
behind that of the remainder of GTE’s system. Staff notes that Applicants’ $234 million
commitment to continued post-merger network investment is inconsistent with the
average level of network investment over the past four years. As a result, Staff seeks a
condition on merger approval that will require Applicants to provide a “level of
investment in the lllincis service territory that will ensure technical parity with the
remainder of Applicants’ system” and to provide annual lllinois infrastructure investment
reports to the Commission for three years following the merger. (Staff Initial Brief at
21-23)

3. Applicants’ Response

Applicants agree with Staff that 9-1-1 system integrity is extremely important with
or without this merger, but note that the record does not contain any evidence that the
proposed merger will negatively impact 9-1-1 service. (Applicants’ Reply Brief at 6)
Applicants note that, to the contrary, the record evidence demonstrates that Bell
Atlantic had a very positive record of transparent transition of 9-1-1 services during the
BA/NYNEX merger. (Applicants’ Reply Brief at 5) Applicants maintain that the issue of
9-1-1 staffing is not properly before the Commission in a §7-204 merger review
proceeding and that Staff should not recommend a condition requiring Commission
approval of internal company personnel decisions. (Applicants’ Initial Brief at 16)
Despite these reservations, Applicants have made certain commitments that they
maintain adequately address Staff's concemns regarding these issues. The
commitments are to:

(a) make 9-1-1 transition or system integration transparent to lillinois
customers (Applicants’ Initial Brief at 15);

{b) add a 9-1-1 manager in lllinois and an engineer with illinois and
Indiana responsibilities (Applicants’ Initial Brief at 16);
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(c)  advise Staff of any future plans to reduce 9-1-1 staffing in lllinois
(Applicants’ Initial Brief at 16, 61) and:

(d) file a “best practices” report with the Commission within six months
of merger closure, and each six months thereafter for three years.
(Applicants’ Initial Brief at 62)

While Applicants agree that services to customers with disabilities is an
important issue, Applicants maintain that Staff's proposed conditions regarding
disability issues do not relate to the Commission’s analysis of whether or not the
proposed merger could diminish GTE service quality. (Applicants’ Reply Brief at 7)
Applicants, however, address Staff’'s concerns by committing, as a condition of merger
approval, to evaluate Bell Atlantic’s Universal Design Principles through the merger
integration and best practices processes. Applicants also agree to participate in an
industry-wide Disabilities Advisory Council. (Applicants’ Initial Brief at 17)

Applicants do not contest imposition of Staff’s recommended condition relating to
Applicants’ post-merger presence in lllinois, or Staff's requested condition relative to
Chicago entry. (Applicants’ Initial Brief at 63, 67) Applicants agreed to enter the
Chicago market within 18 months of merger closure. (Applicants’ Initial Brief at 67)

On the issue of Staff's recommendation that merger approval be conditioned on
monthly reporting of Applicants O0S<24 hour status, Applicants state that the
Commission currently has authority to request service quality reports, and nothing about
the merger will affect that authority. (Applicants’ Ex. 3.1 at 17-18) Applicants also point
out that the Commission presently has an ongoing rulemaking (Docket No. 98-0453)
which addresses, among other things, service quality reporting. Applicants further state
that the record does not demonstrate a need to bypass the rulemaking and impose
monthly service quality reporting on a single company as opposed to an industry-wide
basis. (Applicants’ Reply Brief at 5, 15) (Applicants’ Ex. 3.1 at 18)

With respect to network medernization and infrastructure investment, Applicants
point to the commitment by GTE to spend not less than $234 million in lllinois
infrastructure investment in the next three years. Applicants further point out that this
amount is in addition to investment that will made in lllinois to support the merged
entity’s entry into the Chicago market. Applicants contend that there is no record
evidence that GTE'’s infrastructure investment commitment will result in diminished
service quality as a result of the merger. (Applicants’ Reply Brief at 8) Applicants
disagree with Staff's position that GTE’s deployment of services in lllinois relative to
deployment in all other GTE territories is a meaningful measurement. Applicants state
that such a measure ignores market characteristics and demand. (Applicants’ Reply
Brief at 9) Finally, Applicants point out that Staff has not defined how its proposed
“technical parity” standard should be measured. (/d.)

Applicants agreed to the following conditions in response to Staff's concerns
relative to Section 7-204(b)(1). Staff accepted some and rejected others.
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(@)  GTE will make an infrastructure investment in lllinois of no less
than $234 million in the years next three years. Staff continues to
assert that this amount is too low given past levels of expenditures
and expenditures in other jurisdictions.

(b)  Any rate increase the reorganized company requests specifically
for 9-1-1 network and services shall be submitted to normal
Commission review of proposed price increases. This satisfied
Staff's concerns over the issue of 9-1-1 rate increases going to the
bottom line of the merged company.

{¢)  The reorganized company will advise Commission Staff prior to the
reduction or removal of any 9-1-1 staff from [llinois. Staff continues
to urge the imposition of a condition requiring reductions in
functional 9-1-1 staff to come to the Commission for approval.

(d)  The reorganized company will submit to the Commission a list of
“best practices” within six months of the consummation of the
merger. Additionally, Applicants will file a “best practices” report
each six months thereafter for three years. Staff continues to urge
the Commission to condition approval of this merger upon the
adoption of Bell Atlantic’s best practices in providing service to the
disabled. Staff also maintains that GTE should either form its own
Disabilities Advisory Council or petition the Commission to
undertake an inquiry on a state wide basis to determine the
necessity of establishing such a body.

()  Applicants will maintain an office(s) in lllinois, with a level of staff
necessary to ensure compliance with all Commission rules,
statutes, and orders. This satisfied Staff's concerns over company
staffing levels.

(f) Applicants will aggressively compete to provide local service to
Chicago’s residential, small, and medium business customers,
without diminishing service to GTE’s current customers while
entering Chicago. This satisfied Staff's concerns over maintaining
the balance between all classes of customers while making
Applicants’ commitment to compete in Chicago a matter of record.

4. Commission’s Conclusion
Section 7-204(b)(1) requires the Commission to determine whether the proposed
organization will “diminish [GTE's] ability to provide adequate, reliable, efficient, safe

and least-cost” service in lllinois. At the outset, it must be noted that the standard
contained in the statute requires the Commission to evaluate whether the impact of the
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proposed reorganization will be to diminish service quality, not whether the proposed
merger will enhance service quality.

Based on the record evidence, the Commission finds that the proposed
reorganization, when viewed in the light of the conditions agreed to by Applicants and
modified hereafter by the Commission, will not diminish GTE’s ability to provide
adequate, reliable, efficient, safe and least-cost telecommunications services in lllinois.

The Commission turns to the issue of the proposed merger's impact on the
quality of the merged company's 9-1-1 system. The integrity and reliability of lllinois'
9-1-1 systems is of paramount concern to this Commission. Quite literally, the safety of
all lllinois citizens depends on their ability to access emergency personnel quickly,
accurately, and reliably.

The Commission agrees with Staff that the proposed merger raises concerns
about the Joint Applicant's post-merger provision and maintenance of 9-1-1 service that
must be addressed. There is credible evidence that the merger may lead to a reduction
in the quality of the Joint Applicants' 9-1-1 service. Staff identified various operational
differences between the Joint Applicants' 9-1-1 systems, including differences in billing
systems and databases. (Staff Ex. 5.00 at 7-8) Staff concluded that integrating or
standardizing the different policies, procedures, and systems could adversely affect the
current 2-1-1 system. (/d.) Based on Staff's practical experience combining billing
systems, 9-1-1 database systems and standardizing operations all have an impact on
9-1-1 service. (Staff Initial Brief at 6-9)

The Joint Applicants stated generally that they will not implement changes in
9-1-1 service that would adversely impact delivery of 9-1-1 service. Ailthough neither
GTE nor Bell Atlantic indicated that any immediate post-merger changes are planned,
Bell Atlantic indicated that the new merged company will review many of its practices
and procedures through merger integration teams ("MITs") and adopt "best practices"
where appropriate. (Staff Ex. 5.00 at 3, citing DR MS1.02, Attachment 1, GTE/BA Ex.
3.1 at 7) An MIT may implement "best practices" that dc not include those practices
which GTE currently uses, and therefore, may have a negative impact on the delivery of
9-1-1 services.

As a consequence, given Staff's concerns regarding the operational differences
between the Joint Applicants' 9-1-1 systems and the lack of substantive information
provided by the Joint Applicants regarding post-merger plans for the 9-1-1 system, the
Commission concludes that the proposed merger may have an adverse affect on the
safety, reliability, and service quality of the 9-1-1 system if the Joint Applicants were to
implement changes to the current system.

In order to protect the public interest and ensure the safety, reliability, and quality
of the Joint Applicants' 9-1-1 systems, the Commission finds it necessary to impose the
following condition on the merger using its authority under §7-204(f). The Commisison
requires that the new company obtain Commission approval before implementing
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operational changes to GTE's current 9-1-1 system atiributable to or in connection with
the proposed merger, including, but not limited to changes in policies, processes, and
procedures associated with 9-1-1 billing systems and databases.

In addition, the Commission requires that operational changes be transparent to
both the 9-1-1 system and its subscribers. The Commission notes that GTE/BA
witness Weise testified that the Joint Applicants commit to making any consolidation of
data platforms transparent to all of the 9-1-1 customers in the State of lllinois should the
companies decide to make any changes. (Tr. at 116)

The Commission, however, will not go so far as to adopt Staff's condition
requiring the Joint Applicants to obtain Commisison approval for any proposed
reduction or removal of 9-1-1 personnel in lllinois. (Staff Ex. 5.00 at 15) The
Commission believes the process adopted herein strikes a reascnable balance and
allows Staff to identify and raise any concerns that might warrant further investigation
by the Commission. In reviewing the Joint Applicants’ 9-1-1 staffing needs, we fully
expect the new company to exercise prudent management practices and refrain from
taking action that might compromise the integrity and reliability of the 9-1-1 system in
lllinois.

The Commission also finds that the desire of Staff to secure improved services
for GTE’s disabled customers in lllinois does not relate to any potential diminishment of
service quality. It is instead a request for enhancements, and does not relate to the
requirements under §7-204(b}(1). It is noteworthy, however, that GTE has committed to
evaluate Bell Atlantic’s Universal Design Principles and to implement them as feasible.
Recognizing the importance of services to customers with disabilities, the Commission
will hold GTE to this commitment and will monitor GTE’s progress regarding the
Universal Design Principles through the “best practices” monitoring. The Commission
will also require GTE to work with Commission Staff to explore a method of establishing
an industry wide Disabilities Advisory Council.

The Applicants’ agreement to provide, within six months of merger closure, and
each six months thereafter, for a period of three years following merger closure, a
report which identifies any proposed “best practice” whose adoption by the merged
entity or its affiliates would affect the provisioning of intrastate telecommunications
services to the disabled in lllinois provides further assurance that system reliability will
not be compromised by the merger.

While GTE's performance relative to achievement of the Commission’s O0S<24
standard is an important issue, the Commission notes that GTE has not missed
00S<24 during the most recent nine months and there is an open proceeding (Docket
No. 98-0453) that is more specifically tailored to addressing the adequacy of current
quality of service performance and reporting. Staff's concerns regarding a change in
GTE's Q0S<24 performance reporting are more appropriately considered in that
proceeding. Further, Staff’'s proposed condition seemed to contemplate reporting of all
Code Part 730 standards, while only one area of concern (0SS <24) was raised. In this
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light, Staff’s proposed condition seems too broad to address the concerns it purportedly
went to and must be rejected on this basis as well.

In terms of Applicants’ commitment to invest a minimum of $234 million in its
existing service territory over the next three years, the Commission agrees with Staff
that the sum is too low. The record evidence shows that, over the five years between
1993 and 1997, GTE invested over $603 million (Applicants’ Ex. 3.1 at 20) (an annual
average of $120.7 million) in capital investment in lllinois. GTE has argued that the
brunt of this investment was a recently completed central office modernization program.
GTE Ex. 13A shows that GTE invested approximately $154.5 million in this program
over the period from 1994 to 1998. Removing the $154.5 million figure in its entirety
from GTE's overall capital investment results in an average annual expenditure of $90
million. This compares poorly with the $78 million annual commitment made by and
agreed to by Applicants as a condition of merger approval. The Commission concludes
that while, as a practical matter, GTE must continue a strong network investment
strategy to compete in the telecommunications marketplace, the Commission must also
honor its commitment to conclude that a proposed merger will not diminish the utility’s
ability to provide adequate, reliable, safe and least cost utility service. To that end, we
conclude that Applicants should, as a condition of merger approval, be required to
invest $27C million in capital improvements over the next three years. This amount
reflects the average annual capital investment, excluding amounts spent on the central
office modernization program. While this may seem like a large sum of investment, it
should also be borne in mind that Applicants have commitied to filing a rate case in
three years, at which time any prudently incurred investments will be included in GTE's
rate base and will form the basis for just and reasonable rates.

Staff also seeks a condition that would require the Applicants to maintain
"technological parity" with the services provided in the other jurisdictions served by the
merged company. Applicants cbject to this, arguing that conditions of service in other
jurisdictions are dissimilar to conditions of service in lllinois, making such comparisons
meaningless. Applicants also note that Staff has not defined "technological parity."
While "technological parity" with other jurisdictions may be a laudable goal, the term is
so ill-defined and the conditions of service so distinct that no real benchmarks exist
against which to judge the Applicants' success in meeting such a condition. While we
will not impose the maintenance of "technological parity" as a condition of merger
approval, we do find that Staff should be made aware of new services and service
improvements that are offered or made in the other jurisdictions served by the merged
company. To that end, as a condition of merger approval, Applicants shall file annual
reports for three years, detailing the manner in which the three $90 million annual
investments ordered herein are expended and detailing new services and service
improvements in the remaining jurisdictions served by the merged company.

B. Whether the proposed reorganization will result in the unjustified
subsidization of non-utility activities by the utility or its customers;
and, whether costs and facilities are fairly and reasonably allocated
between utility and non-utility activities in such manner that the
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Commission may identify those costs and facilities which are
properly included by the utility for ratemaking purposes. Section
7-204(b){2) and (3)

1. Applicants’ Position

Applicants contend that the proposed merger will not result in any subsidization
of non-utility activities by GTE or its customers. Applicants note that GTE currently
uses Commission approved cost allocation procedures to allocate costs among the
various business units, and between regulated and non-regulated operations.
(Applicants’ Initial Brief at 18-19) Applicants’ witness Shore testified that these cost
allocation procedures prevent any subsidization of non-utility activities by the utility or its
customers. He indicated that GTE’s cost allocation procedures were reviewed and
accepted by the Commission in GTE's 1994 rate case order, and are attested to
annually by outside auditors and examined by the FCC. He noted that GTE’s cost
allocation procedures may change over time. He stated that GTE’s and Bell Atlantic’s
current cost allocation methods are different and that the merged company will
eventually seek to standardize allocation methods throughout its operations. He also
indicated that the merged company may modify its allocation procedures because of
the increased scope and scale of its operations. He emphasized that GTE’s allocation
procedures will continue to comply with all Commission regulations, including those
applicable to affiliate operations. He also indicated that GTE’s current cost allocation
procedures and any future changes thereto in compliance with Commission regulations
ensure that costs and facilities are fairly and reasonably allocated between utility and
non-utility activities in such a manner that the Commission may identify those costs and
facilities which are properly included by the utility for ratemaking purposes. (Applicants’
Ex. 5.00 at 17-18)

2. Staff’s Position

Staff witness Price stated that it is necessary to impose the following condition so
that Staff and the Commission can verify that the requirements of Section 7-204(b) and
(c) are met:

The reorganized company must provide access to all books, accounts,
records, and personnel of Bell Atlantic, GTE, and all their utility and non-
utility affiliated parent, sister and subsidiary companies, as well as
independent auditors’ work papers; as requested by the Commission.

Mr. Price testified that access to these various company’s records will allow Staff to
determine whether there have been any transactions between Bell Atlantic or other
GTE affiliates and GTE North or GTE South in lllincis, or if other affiliate transactions
have impacted GTE North or GTE South.

Applicants accepted the above condition recommended by Staff. (Applicants’
Initial Brief at 19; Reply Brief at 11 and 28)
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Mr. Price testified that GTE must continue to utilize the accounting procedures
prescribed by 83 Illl. Adm. Code 711, the Commission’s Telecommunications Cost
Allocation Manual (*CAM”) for large companies, which provides the allowable bases for
allocation of costs and requires the filing of an lllinois CAM. He noted that GTE will also
be required to file a CAM with the FCC and to obtain the report of an independent
auditor regarding compliance of the CAM with federal requirements. He recommended,
as a condition of merger approval, that the reorganized company be required to file a
revised lllinois CAM for GTE within 60 days of the consummation of the merger. He
stated that an acceptable alternative would be the filing of the lllinois revised CAM at
the same time that the revised CAM is filed with the FCC. He indicated that the
required changes to the lllinois CAM include a brief description of each of GTE’s
affiliates, and for each affiliate transaction, a description of the type of transaction, the
billing provisions for each service or product, and the frequency of transactions. He
indicated that all relevant company personnel must be informed that the CAM has been
revised, have ready access to the revised CAM, and be trained in its application. (Staff
Ex. 1.00 at 11-14; Ex. 1.01P at 8)

Applicants indicate that the only unresolved issue concerning the CAM is the
timing of the filing of the lllinois CAM. Applicant’s witness Shore testified that the llinois
CAM requires extensive reformatting that cannot be completed until after the FCC CAM
has been finalized and filed. He recommended that Staff's condition be revised to
require the filing of the revised post-merger FCC CAM with the Commission concurrent
with its filing at the FCC, and the filing of the post-merger revised lllinois CAM within 60
days thereafter. (Applicants’ Ex. 5.2 at 3} Applicants assert that Staff never explained
why concurrent filing of the revised lllinois CAM and revised FCC CAM is necessary.
(Applicants’ Reply Brief at 10)

Staff indicates that it reluctantly agreed to Applicant’s alternative proposal
regarding the timing of the filing of the revised lllinois CAM. Staff notes that Mr. Shore
testified that the primary reason why the lllinois CAM could not be filed concurrently
with the FCC CAM is manpower constraints. Staff questions why the merged company
would not have the necessary manpower to make the concurrent filing. (Staff's Reply
Brief at 11-12)

3. AT&T’s Position

AT&T indicates that Applicants plan to attract customers in Chicago with
competitive offerings that are tied to monopoly offerings either in GTE's downstate
lllinois service area or in Bell Atlantic's service area in the northeast United States.
AT&T concludes that since the monopoly ratepayers of GTE and Bell Atlantic will be
subsidizing Applicant’s offerings in Chicago, the propcsed merger viclates Section
7-204(b}(2) of the Act. For the same reason, AT&T concludes that the proposed
merger fails to meet the requirements of Section 7-204(b)}(3) of the Act. (AT&T Initial
Brief at 34-35})
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In respense, Applicants indicate that AT&T presented no evidence to support
this argument nor any explanation as to why the Commission’s safeguards against
cross-subsidy and regulation of Applicants’ affiliate transactions would be insufficient.
(Applicants’ Reply Brief at 11)

4. Commission’s Conclusion

With the adoption of the conditions described hereafter, the Commission finds
that the proposed merger presents no concerns about improper subsidization or cost
allocations under Section 7-204(b)(2) and 7-204(b){3). The merger will not result in the
unjustified subsidization of non-utility activities by GTE or its customers and, after the
merger, costs and facilities will be fairly and reasonably allocated between utility and
non-utility activities in such manner that the Commission may identify those costs and
facilities which are properly included by the utility for ratemaking purposes.

83 Ill. Adm. Code 711 provides a comprehensive set of procedures to address
the allocation of costs between utility and non-utility activities, and protect against
cross-subsidies. GTE has used and must continue to use the accounting procedures
prescribed by Part 711 for cost allocation. GTE’s procedures have been reviewed by
this Commission in past rate cases, attested to annually by outside auditors, and
examined regularly by Commission Staff. The Commission concludes that these
procedures should remain effective in preventing any improper cross-subsidies after the
merger.

The Commission adopts Staff's proposed condition regarding access to bocoks,
accounts, records and personnel. This condition, which was accepted by Applicants, is
necessary to enable Staff to determine whether costs have been properly allocated and
whether any unjustified subsidization of non-utility activities by GTE North or GTE South
or their customers has occurred.

With regard to Staff's second condition pertaining to the filing of the revised
lllinois CAM, the only issue in dispute between Applicants and Staff is the timing of the
filing. The Commission accepts Applicants’ alternative proposal that the reorganized
company be required to file a copy of its revised post-merger FCC CAM with the
Commission concurrently with the filing of said CAM with the FCC, and a copy of the
revised lllinois CAM with the Commission 60 days thereafter. Applicants have indicated
that the lllincis CAM requires extensive reformatting that cannot be completed until after
the FCC CAM is finalized. The Commission will, however, hold GTE to its commitment
to file a copy of the FCC CAM with the Commission within 60 days of merger closure.

The Commission rejects AT&T’s argument that the merger will result in improper
cross-subsidization or cost allocations. No evidence has been presented which
indicates that the Commission’s ability to monitor against improper cross-subsidies and
cost allocation will be impaired as a result of this merger. We find no evidence that the
merged entity’s entry into new competitive markets will prevent this Commission from
ensuring that there is continued adherence to proper cost allocation procedures.
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C. Whether the proposed reorganization will not significantly impair the
utility’s ability to raise necessary capital on reasonable terms or to
maintain a reasonable capital structure. Section 7-204(b)(4)

1. Applicants’ Position

Applicants aver that the proposed reorganization will not impair GTE North or
GTE South’s ability to raise necessary capital on reasonable terms or to maintain a
reasonable capital structure. {Applicants' Initial Brief at 20) Applicants point out that the
record demonstrates that the merged entity will have increased financial strength,
greater financial flexibility and greater access to capital than either company
individually. (Applicants' Ex. 1.1 at 6.0) (Applicants' Initial Brief at 20) The
consummation of the merger will not require either of the Applicants to incur additional
debt. (Applicants' Initial Brief at 21)

2. Staff’s Position

Staff agrees with Applicants’ position that the proposed reorganization will not
impair GTE’s ability to raise capital or maintain a reasonable capital structure as
required under §7-204(b){4). (Staff Initial Brief at 26) Staff notes that GTE has access
to long-term debt capital on reasonable terms because both GTE North and GTE South
have a corporate credit rating of “AA” from Standard & Poor's (“S&P”). GTE North and
GTE South also have access to the short-term debt and equity markets on reasonable
terms as a result of GTE’s “A” S&P rating. (Staff Ex. 8.00 at 2-4) Based on Staff’s
evaluation of the new parent company, Bell Atlantic, Staff points out that Bell Atlantic’s
“A+” S&P corporate credit rating suggests a relatively strong financial condition that is
slightly better than the “A” rating of GTE North and GTE South’s current parent
company, GTE. Staff concludes that GTE North and GTE South’s ability to obtain
short-term debt and equity capital on reasonable terms may be slightly improved if the
merger is improved. (Staff Initial Brief at 27)

3. Commission’s Conclusion
The Commission finds that the proposed merger will not significantly impair the
Company’s ability to raise necessary capital on reasonable terms or to maintain a

reasonable capital structure for the reasons stated above by Applicants and Staff. We
therefore find that the proposed merger satisfies the requirements of §7-204(b)(4).
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D. Whether the utility will remain subject to all applicable laws, rules
and policies governing the regulation of lllinois public utilities.
Section 7-204(b)(5)

1. Applicants’ Position

Applicants contend that after the proposed merger, the Commission’s jurisdiction
to regulate GTE North and GTE South will be unchanged. Applicants point out that
because the proposed merger is a parent company merger, there will be no change in
the legal status of GTE’s operating companies. After the merger, GTE North and GTE
South will become second tier subsidiaries of Bell Atlantic, and therefore they will
remain subject to the same laws, regulations, rules, decisions and policies after the
merger as before the merger. Because the Commission’s jurisdiction and authority
over GTE will not change as a result of this merger, and GTE will remain subject to all
applicable laws, Applicants conclude that the proposed merger satisfies the criteria of
§7-204(b}(5). (Applicants’ Initial Brief at 22)

Applicants take the position that the plain language of §7-204(b)(5) dictates that
any analysis under this section of the statute is limited to whether or not the
Commission has continued jurisdiction over the post-merged company to the same
extent as before the merger. Applicants state further that, although they differ with the
Staff’s interpretation of the scope of proper analysis under §7-204(b)(5), they have
made commitments adequate to satisfy Staff's concems relative to §7-204(b)(5).
(Applicants Initial Brief at 22; Applicants' Reply Brief at 13) Applicants have agreed to:

(1) comply with all terms and conditions in each of GTE’s
interconnection agreements for the full length of the contracts.
This satisfied Staff's concerns relating to certain behavior alleged
against Bell Atlantic and the manner in which it imposed
termination fees wupon the assignment of interconnection
agreements;

(2) fully comply with all legal requirements under existing
interconnection agreements entered into by GTE in lllinois and all
legal obligations concerning the assumption of those agreements.
(Applicants Initial Brief at 23) This addresses Staff concerns
similar to those addressed in (1) immediately above;

(8)  maintain an office(s} in lllinois, with a level of staff necessary to
ensure compliance with all Commission rules, statutes and orders.
This addresses Staff concerns over the Applicants lack of
commitment to a continued level of staffing in Illinois and its
purported effect upon the willingness of the merged company to
comply with Commission oversight and directives;
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(4)  advise Staff of any future plans to reduce 9-1-1 staff in illinois. This
addresses a concern similar to that raised in number (3)
immediately above.

2. Staff’s Position

Staff disagrees with Applicants’ position that the inquiry under §7-204(b)(5) is
limited to whether or not the post-merged company will remain subject to all applicable
laws, rules, regulations, decisions and policies governing lllinois public utilities after the
merger. Staff argues that the analysis should extend to whether or not the merger will
make it more difficult for the Commission to regulate the merged company. (Staff Initial
Brief at 27) Staff asserts that GTE and Bell Atlantic have engaged in practices in the
past that Staff views as non-compliant and therefore conditions to merger approval are
necessary to guard against future non-compliance.

Staff's initial brief contains a recitation of all currently recommended conditions.
(Staff Initial Brief at 55-61) At no poeint did Staff indicate that any issue remained
concerning the ability of the Commission to continue to regulate the jurisdictional post-
merger entity, from which the Commission infers that Applicants have made adequate
commitments to address Staff's concerns and to satisfy the requirements of
§7-204(b)(5).

3. Commission’s Conclusion

The language of §7-204(b){(5) requires an inguiry into whether “the utility” (here
GTE ) will “remain subject to” all “applicable law, regulations, rules, decisions, and
policies governing the regulation of lllincis public utilities.” The language clearly
expresses the statutory intent of this section, which is to ensure that the reorganization
is not used as a means of sheltering a utility’s regulated activities from Commission
regulation. In prior cases, we therefore have construed this provision very literally,
asking simply whether “the Commission’s jurisdiction will . . . be impacted by the
proposed merger’ and whether the utility “will continue to be regulated in the same
manner and to the same extent it is regulated today.” Order in Docket No. 97-0300, at
13, See also Order in Docket No. 85-0551, at 68; Order in Docket No. 94-0439 at 36;
Order in Docket No. 90-0337, at 7, 10.

Nothing in the record before us supports a departure from this past practice and
the plain language of the statute itself. The Applicants have stated, Staff has agreed,
and no party has argued otherwise, that GTE will remain subject to the jurisdiction of
the Commission and to all laws to the same extent after the merger as before the
merger. That is all that §7-204(b)(5) requires.

Staff has not presented any evidence that our authority to regulate the post-
merged entity will be diminished by the merger. We will have all of the same
enforcement tools and powers with respect to GTE after the merger as we had before
the merger and we will not deviate from past practice based on speculation.
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Moreover and, as Staff has agreed, any possible concerns regarding this issue
are satisfied by Applicants’ agreement to Staff's recommended conditions related to
existing interconnection agreements. We will hold them to these commitments and
adopt them as conditions to merger approval.

E. Whether the proposed reorganization is not likely to have a
significant adverse effect on competition in those markets over
which the Commission has jurisdiction. Section 7-204(b)(6)

1. Applicants’ Position

Applicants contend that the merger will have no adverse effect on competition in
those markets over which the Commission has jurisdiction. Applicants assert that this
conclusion is affirmed by the United States Department of Justice (“DOJ”} examination
of competitive issues related to the merger. Applicants stated that they entered into a
consent decree with the DOJ that required them to divest certain wireless properties,
including some in lllinois, and that the DOJ did not seek to enjoin any aspect of the
proposed merger. They note that the DOJ did not express concern about the merger’s
impact on the local exchange market or possible monopoly leveraging. (Applicants’
initial Brief at 23-25)

Applicants indicate that if there were some adverse effect on competition by the
merger, it would be counterbalanced by the benefits the merger will bring to competition
in lllinois, particularly in Chicago where the merged company will be a strong competitor
to Ameritech. These benefits are described in the next four paragraphs.

Applicants explained how the merger will bring enhanced competition to the local
exchange market in lllinois. Applicants have committed that the combined company will
enter the Chicago market within 18 months of merger consummation. Applicants have
further stated that they will offer services to not only business customers but also
residential customers in Chicago. Chicago was chosen because of its calling affinities
with New York and other cities in the Northeast. The merger will actually bring Beli
Atlantic as a competitor to lllinois, when it would not otherwise have entered.
Applicants indicate that the combined Bell Atlantic/GTE will be a much stronger, better
competitor to Ameritech and others in Chicago than either company could have been
alone. The merged company will be able to take advantage of Bell Atlantic's in-region
customer relationships with the hundreds of Fortune 1000 companies headquartered in
the Boston-New York-Washington, D.C. corridor that have local offices around the
country, including in Ameritech's franchise area. Applicants indicate that these
relationships, combined with GTE's operational platform and presence in lllinois, will
allow the merged entity to compete much more successfully than otherwise possible as
sole entrants. (Applicants Initial Brief at 42-43)

Applicants also indicate that the merger will accelerate GTE's plans to develop

its nationwide long distance and data network, the Global Network Infrastructure
("GNI"). Bell Atlantic's customer base is expected to generate more long distance and
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Internet traffic than GTE can be expected to develop by itself. As Mr. Attwood
explained,

[tlhe potential increased traffic will make it more economical for the
merged company to extend the GNI faster and over a wider area. This
development will create another facilities-based long distance carrier to
rival the only three companies that have long distance networks that are
truly national in scope -~ AT&T, MCl WorldCom, and Sprint. Likewise, the
accelerated development of the GNI wili position the merged company as
a strong competitor to MCI WorldCom and increase the number of
valuable Web sites and potential customers connected to the merged
company’s Internet backbone network.

Thus, Applicants conclude that the merger will bring enhanced competition to lllinois
customers for long distance and data services. (/d. at 43)

Applicants further indicate that the merger will allow GTE and Bell Atlantic to
compete in lllinois in the market for customers who are interested in purchasing a
package of services. Applicants indicate that over the last few years of active
consolidation within the industry, strong national competitors have emerged that are
poised to offer a full package of wireline, wireless, long distance, and data services in
all areas of the country, including lllincis. Applicants state that these national
competitors include (1) MCI/WorldCom/UUnet/ MFS, (2) AT&T/TCG/TCl/Time Warner,
(3) Sprint/Sprint Spectrum, and (4) SBC/Pacific Telesis/Ameritech/SNET. Applicants
conclude that their merger will create another national competitor that can offer lllinois
consumers a full package of telecommunications service on a nationwide basis. (/d. at
43-44)

Finally, Applicants indicate that the merged company will be better situated than
either company would be on its own to provide quality telecommunications services
efficiently at competitive prices. Applicant’s witness Atwood explained that the merged
company will have greater financial resources and flexibility, technological and
management expertise, and an expanded national presence that will make it more
competitive than the two companies would have been on their own. He indicated that
the merged company will have better access to capital because of the combined
financial strength of GTE and Bell Atlantic and lower procurement costs and more
economical facility deployment and network investments because of increased
economies of scale. He indicated that the merged company will also likely produce
more innovative products and services at a lower cost because of combined research
and development efforts. (Applicants Ex. 1.00 at 15-16) Applicants indicate that these
efficiencies will also be achievable through the implementation of best practices.
(Applicants’ Initial Brief at 44)

2. Positions of AT&T and Sprint
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AT&T and Sprint recommend that the proposed merger be denied since it would
have a significant adverse effect on competition in those markets over which the
Commission has jurisdiction. In reaching this conclusion, they assert that the
Commission’s analysis of the likely effect of the proposed merger on competition should
not be limited to the application of antitrust laws and principles. They state that nothing
in Section 7-204(b)(6) of the Act indicates an intent by the General Assembly to limit the
Commission’s investigation of the impact of a proposed merger to an analysis of state
or federal antitrust laws. AT&T states that the proper approach is for the Commission
to carry out its statutory responsibilities under the Act and leave the task of applying the
Merger Guidelines under the Clayton Act to the DOJ. (AT&T Reply Brief at 5-7; Sprint
Initial Brief at 7-8)

AT&T states that the combined GTE/Bell Atlantic would encompass
approximately 40% of the access lines in the United States. ATA&T indicates that this
extreme concentration of monopoly assets in one entity raises intense anti-competitive
concerns. (AT&T Initial Brief at 4)

AT&T and Sprint contend that that the merger will have a significant adverse
effect on competition in lllinois markets since it would eliminate Bell Atlantic as a
potential competitor. AT&T states that absent the merger, Bell Atlantic inevitably would
be a significant entrant into the local exchange market in lllinois. AT&T asserts that
while Bell Atlantic has not indicated any present intent to enter Chicago, it is set up to
enter that market. AT&T states that Bell Atlantic already serves customers that have
locations in Chicago and certainly possesses the financial resources to enter the
Chicago market. AT&T states that absent the merger, it would be an irrational business
decision for Bell Atlantic to ignore Chicago, the nation’s third largest
telecommunications market, while it is an incumbent in the largest market (New York)
and the fourth largest market (Philadelphia). AT&T concludes that Bell Atlantic must
and will seek to enter Chicago if it wishes to be a nationwide provider of
telecommunications services. (AT&T Initial Brief at 28)

Similarly, Sprint states that Bell Atlantic has the necessary assets to enter {llinois
local exchange markets without combining with GTE. Sprint notes that Bell Atlantic has
40 million domestic access lines, 6 million wireless customers, and annual operating
revenues of $30 billion. Sprint further notes that Bell Atlantic serves 27% of the
business lines in the United States, more than any other Regional Beli Operating
Company (“RBOC”). Sprint asserts that unlike the small CLECs currently operating in
lllinois, Bell Atlantic would represent an immediate competitive threat to Ametitech and
would undoubtedly bring the long-awaited benefits of competition to the lllinois local
exchange market. (Sprint Initial Brief at 11) Sprint witness Stahly provided the following
reasons why Bell Atlantic should be considered a potential entrant in lllinois. First, Bell
Atlantic has extensive experience as a supplier of local services, including experience in
the engineering, design, marketing and operation of local telephone networks serving
businesses and residences. Second, Bell Atlantic possesses fully functioning and time-
tested operational support systems (“OSS”) and billing systems that are critically
important to the provision of local exchange service and exchange access services.
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Third, Bell Atlantic possesses a clear marketing message based on many years of local
service provision and a well-known brand name. Fourth, Bell Atlantic has first-hand
knowledge of the kind of inputs that an ILEC can provide. (Sprint Ex. 1.0 at 9) Sprint
concludes that Bell Atlantic is reasonably likely to enter the lliinois local exchange
markets absent the merger and would be a deconcentrating force in that market.
(Sprint Initial Brief at 13-14)

Sprint contends that the proposed merger will heighten the incentives and ability
of GTE to disadvantage CLECs in the local exchange market. Sprint notes that GTE
controls 99% of the access lines in its franchised territory in lllinois and thus has an
incentive to discourage entry and robust competition. Sprint indicates that the increased
incentive for the merged entity to engage in anti-competitive conduct is due to the
internalization of spillover effects. Sprint states that when the excluded CLEC operates
in multiple markets, the incumbent in each of those markets realizes a spillover benefit
from GTE’s conduct. (Sprint Initial Brief at 15-17) Sprint witness Stahly explained the
spillover benefit in the following manner. When GTE competitively weakens a rival in
lllinois, it may also weaken that rival throughout GTE’s region. While Bell Atlantic may
already benefit from GTE's exclusionary behavior, GTE derives no profits from the
benefits to Bell Atlantic. Thus, in deciding the extent to which it will harm CLECs in
lllinois, GTE does not take these “spillover” effects on the profits of Bell Atlantic into
account. Following the merger, however, the merged firm would benefit from the
effects of its exclusionary activity in Illinois on competition in Bell Atlantic's territory. The
merged firm, therefore, would incorporate these “spillovers” in choosing the level of
effort undertaken to hamper the competitive efforts of CLECs in lllinois. In sum, the
merger would make exclusionary behavior in lllinois look more profitable to GTE.
Because the gains from exclusion would be “internal” to the combined firm, it would
have an incentive to increase the amount of discrimination it undertakes. (Sprint Ex.
1.0at 17)

Similarly, AT&T contends that the merged company would have an increased
ability and incentive to resist competition in lllinois. AT&T asserts that Applicants plan
to tie non-competitive in-region offerings to competitive ones outside their monopoly
service territory. AT&T states that the fundamental intent of the merger is to adversely
affect competition in lllinois and elsewhere by positioning the merged company to better
leverage its incumbent power by bundling competitive services with monopoly services
offered within the expanded “incumbent footprint.” AT&T concludes that the intent of
the merger is contrary to the pro-competitive goals of the Public Utilities Act., and the
federal Telecommunications Act of 1996. AT&T asserts that the goal should be to
eliminate the market power of incumbents, not concentrate it through a wave of
unconstrained consolidation. (AT&T Initial Brief at 11-14)

AT&T contends that Applicants have market power in their incumbent service
territories. AT&T notes that data from the FCC’s Local Competition Report reveals that
Applicants have local market shares at or near 100% in numerous states. AT&T states
that in GTE’s lllinois service territory, GTE only provides 1,787 resold lines and 172
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unbundled loops to compestitors and has not established any physical collocations. (/d.
at 16-18)

Sprint and AT&T also indicate that the proposed merger will have an adverse
effect on competition in the interexchange market. They indicate that the merged
company has an incentive to engage in a “price squeeze” whereby it charges higher
prices to long distance rivals for switched access than it charges to its interexchange
affiliates. They state that GTE’s pricing of access charges above cost enables it to
engage in a price squeeze. (Sprint Initial Brief at 20-24; AT&T Initial Brief at 20-25)

Sprint and AT&T further indicate that the proposed merger would reduce the
benchmarks available to the Commission to judge the incumbent's performance on
competitive issues. AT&T states that one of the best ways to judge whether an ILEC’s
claim that a pro-competitive action is not feasible or unduly costly is to compare the
position taken by other incumbents. Sprint concludes that the ability to benchmark
behavior against other large ILECs would be significantly reduced by the proposed
merger. (Sprint Initial Brief at 18-20; AT&T Initial Brief at 28-29)

Sprint contends that the benefits of the merger alleged by Applicants are illusory
and do not offset the competitive harms. Sprint emphasizes that the merger eliminates
Bell Atlantic as a potential competitor and that GTE, through its affiliate, GTE
Communications Corporation, is providing local exchange service in Chicago and was
intending to compete on a national basis absent the merger. (Sprint Initial Brief at
24-25)

AT&T asserts that conventional regulatory conditions cannot prevent the anti-
competitive effects of the proposed merger. AT&T indicates that such conditions
address the symptoms of the underlying problem, not its cause. AT&T recommends
that the following conditions be imposed if the Commission decides not to reject the
proposed merger. (1) Applicants should be prohibited from offering any service outside
of their franchise service territory where any price, term or condition of service is
dependent upon, jointly marketed with, or in any other way linked to the purchase of a
service offered by Applicants within their franchise area; (2) Applicants should be
prohibited from evading their ILEC obligations by forming phony CLEC-affiliates to
“‘compete” with themselves within their ILEC serving territory; (3) GTE should be
required to reduce its access charges by $46.8 million to cost; and (4) Applicants
should be required to automatically extend to entrants in lllinois the most favorable
terms offered or obtained in any other state where Applicants operate, either as an
incumbent or entrant. (AT&T Initial Brief at 30-33)

Following the close of the evidentiary record in this docket, the Commission
began deliberating a similar transaction between Ameritech lllinois and SBC
Communications (Docket No. 98-0555, Order entered September 23, 1999). As part of
those deliberations, the Commission considered, and eventually adopted, four
commitments relating to interconnection as conditions on that merger. Sprint, in its
Brief on Exceptions to the Hearing Examiners' Proposed Order in this docket, urged the
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adoption of the four interconnection commitments under consideration in Docket No.
98-0555. (Sprint Brief on Exceptions at 16 and 21-22)

3. Applicants’ Response to AT&T and Sprint

Applicants note that only Sprint and AT&T contend that the merger fails to meet
the requirement in Section 7-204(b)(7). Applicants indicate that the arguments of Sprint
and AT&T can be grouped into four allegations: (1) the merger removes a potential
competitor, Bell Atlantic; (2) the merged company would have an increased incentive
and ability to engage in anti-competitive behavior; (3) the merged company can benefit
from a “price squeeze”; and (4) the merged company could engage in “monopoly
leveraging.” (Applicants Reply Brief at 15)

Applicants contend that to make a case under the actual potential competition
doctrine, a party challenging a merger must show that: (1) the relevant product and
geographic markets are concentrated; (2) absent the merger, the alleged potential
competitor would likely have entered the market in the near future on its own; (3) entry
by the alleged competitor carries a substantial likelihood of ultimately producing
deconcentration of the market or other significant pro-competitive effects; and (4) the
alleged potential competitor must be one of only a few equally likely potential entrants,
since a large number of entrants would make the elimination of one competitively
insignificant. (Marine Bancorporation, 418 U.S. at 632-34; Tenneco, 689 F.2d at 352;
B.A.T. Indus., 104 F.T.C. at 922-25) (Applicants’ Initial Brief at 28-29)

Applicants contend that entry must be shown by clear proof and assert that there
is no evidence that Bell Atlantic would enter GTE’s local exchange markets in lllinois in
the near future. Applicants’ witness Bellamy testified that absent the merger, Bell
Atlantic has no future plans to compete in the local exchange market in lllinois. She
indicated that GTE’s territories in lllinois are largely in suburban and rural areas, and
thus do not contain concentrations of business or residential customers that a new
entrant would look toward as part of a profitable market entry strategy. She stated that
Bell Atlantic’s strategy for entering local markets called for an initial, successful long
distance offering in those markets. She noted that while Bell Atlantic subsidiaries are
authorized to provide long distance service in llfinois, they only have a handful of
customers in lllinois and do not have the necessary concentrations in GTE’s territories.
With respect to other markets such as Chicago, she stated that Bell Atlantic must be
able to generate a volume of traffic that would make it economical to deploy switches
and fiber in those regions. She indicated that Beill Atlantic could not formulate and
implement a viable local market strategy to enter Chicago because of its geographical
separation from Chicago and lack of facilities, operations support and marketing
presence. (Applicants Ex. 2.00 at 11-12) Applicants point out that no witness has
presented a business or strategic plan of Bell Atlantic to enter GTE’s local exchange
market or other markets in lllinois. (Applicants Initial Brief at 31)

Applicants contend that Bell Atlantic’'s entry would not have any significant
deconcentrating effect on GTE’s local exchange markets in lllinois. They assert that
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Sprint has failed to show how Bell Atlantic’'s entry could have any greater
deconcentrating effect than the entry of AT&T, Sprint and MCI WorldCom. Applicants
note that Bell Atlantic’s brand name is not widely recognized in lllinois. In contrast, they
state that both Sprint and AT&T have begun to compete in lllinois, enjoy wide brand
recognition because of their long distance operations, and have substantial
relationships with customers as a result of that long distance business. (Applicants’
Initial Brief at 35)

Applicants further argue that there are many potential entrants into GTE’s local
exchange market in lllinois. They note that the federal Merger Guidelines, adopted by
the Department of Justice ("DOJ”), provide that the DOJ is “unlikely” to challenge a
potential competition merger “if the entry advantages ascribed to the acquiring firm (or
another advantage of comparable importance) are also possessed by three or more
firms.” They assert that there are unquestionably more than three firms that possess
comparable, if not superior, qualities to Bell Atlantic as potential entrants into GTE’s
local exchange markets in lllincis. They indicate that such firms include the large
interexchange carriers (AT&T, MCI WorldCom and Sprint) and the large Regional Bell
Operating Companies. Applicants state that a number of small CLECs would also be
potential competitors. (Applicants Initial Brief at 36-42)

Applicants indicate that AT&T and Sprint focus on whether Bell Atlantic is
reasonably likely to enter the lllinois local exchange market. Applicants state that this
standard is not the sole element of the potential competition doctrine and is not even
the correct legal standard to show entry. Applicants state that even if AT&T and Sprint
are correct about the applicable legal standard, their evidence falls far short of
establishing that Bell Atlantic is reasonably likely to enter any specific local exchange
market. Applicants assert that AT&T and Sprint have only shown that Bell Atlantic is
capable of entering the Illinois local exchange market. {Applicants’ Reply Brief at 19)

Applicants contend that the merger will not lead to a greater incentive to engage
in unlawful behavior to exclude rivals. They disagree with Sprint’s contention that a
wider footprint will allow the combined company to internalize the “spillover effects” of
discriminatory conduct that are not presently captured. They dispute Sprint’s contention
that the combined company would have an incentive to degrade the quality of its
access services in lllinois. They assent that Sprint's spillover effect theory has
consistently been rejected by regulators as speculative and unfounded. Moreover,
Applicants argue that the “spillover effect” theory would not justify blocking the merger,
even if it were well founded, because existing regulatory safeguards will protect Sprint
and consumers in lllinois. They note that price and access issues will continue to be
regulated by state and federal authorities. (Applicants Initial Brief at 47-48)

Applicants disagree with the contention of AT&T and Sprint that the merged
company will have an incentive to engage in a “price squeeze”, which would charge
higher prices to its long distance rivals for switched access than it charges to its own
interexchange affiliate. They note that the FCC has repeatedly rejected the “price
squeeze” argument in merger proceedings. They noted that the FCC concluded that
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price discrimination is relatively easy to detect and, therefore, is unlikely to occur.
Applicants also argue that Sprint and AT&T have failed to explain why, if their theory is
correct, GTE is not already engaging in a price squeeze in lllincis. In any event, they
assert that this merger proceeding is not the proper forum to address the proper price
for access charges. (/d. at 45)

Applicants disagree with AT&T's contention that the proposed merger will allow
Applicants to engage in “monopoly leveraging,” whereby the merged company will take
advantage of Bell Atlantic’s service to captive large business customers in Bell
Atlantic’s service territory by providing service to such customers in markets such as
Chicago. Applicants assert that the monopoly leveraging argument is based on the
flawed premise that Bell Atlantic has a monopoly stranglehold on business customers
within its service territories. Applicants state that Bell Atlantic’s business customers are
not captive and that Bell Atlantic’s service territory is open to competition. They note
that Bell Atlantic has entered into 753 interconnection agreements as of March 1, 1999,
531 of which have been approved, and that Bell Atlantic estimated that 1.45 million
access lines in its service territories were served by competitors. They assert that the
vast majority of large business customers can choose service from a large number of
competitors. They also argue that GTE’s service territory has been open to competition
for some time. Applicants assert that AT&T’s real concern is that the merged company
will be a better and stronger competitor in Ameritech’s Chicago market than either Bell
Atlantic or GTE would be without the merger. (Applicants’ Initial Brief at 48-52)

4, Staff’s Position

Staff indicates that the Commission has jurisdiction over all telecommunications
services in lllinois, including cellular services, although to a more limited extent. Staff
analyzed the effect of the proposed merger on competition in the following markets: (1)
local exchange, (2) intraLATA , (3) interLATA, (4) cellular; and (5) bundled services that
include local telephone access. Staff states that the following characteristics establish
the degree of competition in a market: (1) the number of buyers and sellers, (2) the
standardization of the product; (3) the degree of ease to enter and exit; and (4) the
amount of knowledge about the nature and prices of products. (Staff Initial Brief at
33-36)

Staff concludes that GTE’s local exchange markets are not competitive, citing
the lack of competitors and barriers to entry. Staff indicates that GTE, compared to
other large ILECs, is one of the slowest to implement the requirements of Section 251
of the federal Telecommunications Act and establish wholesale service and unbundled
network element (“UNE”) tariffs. Staff states that there is no evidence that the merger
will enhance GTE’s incentive to siow the entry of competitors into its local exchange
markets, and that it is not certain that the merger is likely to increase batriers to entry.
To promote competition in the local exchange market, Staff recommended that the
following conditions be imposed: (1) GTE must file its arbitrated agreement with AT&T,
(2) GTE must continue to work with the Commission to reach final approved wholesale
service rates; (3) GTE must continue to work with the Commission to reach final
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approved unbundled network element (“UNE”), interconnection, transport and
termination rates; (4) GTE must agree to provide common transport to competing
carriers; and (5) GTE must provide an operational support system (“OSS”). (/d. at 37)

Applicants have agreed to the first three conditions. Staff notes that the
arbitrated agreement between GTE and AT&T was filed with the Commission on May
24, 1999. With regard to the second condition, Staff states that GTE continues to wait
for an order in the wholesale rate docket. Staff indicates that GTE agreed to refile its
UNE case and adopt interim rates for UNEs. (/d. at 38)

Staff defined common transport as the part of GTE's interoffice network that is
used to transport telecommunications traffic between one end office switch and another
end office switch; between an end office switch and a tandem switch; and between
tandem switches. Staff states that such traffic includes cellular, interexchange and
local. Staff indicates that there are only a few actual competitors in GTE’s local
exchange markets. Staff contends that the level of competition would increase if
common transport were provided since competitors could then acquire transport
facilities comparable to GTE's at an appropriate charge. Therefore, Staff recommends,
as a condition of merger approval, that GTE agree to provide common transport. Staff
indicated that in the SBC/Ameritech merger case (Docket No. 98-0555), SBC and
Ameritech committed to provide common transport. (/d. at 40-42)

In response, Applicants contend that Staff's condition regarding common
transport should be rejected since it is irrelevant to this merger proceeding. Applicants
indicate that Staff is proposing this condition because Staff believes that GTE’s current
service offering is inadequate. Applicants state that Staff's concern would apply
regardless of whether the merger is consummated. Therefore, Applicants conclude
that the condition does not meet the requirements of Section 7-204(f) of the Act.
Moreover, Applicants indicate that GTE currently offers common transport to
competitors in lllinois under the terms of its interconnection agreements. Applicants
note that the recently filed GTE/AT&T interconnection agreement defines common
transport, includes it as an unbundled element, and delineates GTE’s obligations in
providing it. (Applicants’ Reply Brief at 24-25)

With regard to OSS, Staff raised concerns about the adequacy of GTE's OSS
system and noted that GTE’s OSS systems have undergone less regulatory scrutiny
than those of Bell Atlantic. To ensure that GTE provides an adequate OSS system,
Staff initially recommended that the Commission require, as a condition of merger
approval, that the merged company implement an independently approved OSS system
within 18 months of merger consummation. (Staff Initial Brief at 42-43)

In response to this recommended condition, Applicants presented a
comprehensive OSS proposal that provided specific performance measurements along
with penalties for missing the measurements. The OSS proposal was offered as an
alternative to an independent third party audit of GTE’'s OSS systems. Staff indicated
that the OSS proposal is an acceptable alternative so long as the following three
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conditions are imposed. First, the Applicants musts be held to their commitment to
enter into a coliaborative process with the Commission, Staff, and CLECs to tailor the
proposed plan to lllincis’ specific needs. Second, the collaborative process leading up
to implementation of Applicants’ OSS proposal must be completed within six months of
merger closure. Finally, an appropriate dispute resolution mechanism (i.e. arbitration)
must be put in place for OSS determination, including Commission authority to
effectively enforce its ensuing decisions. (Staff Initial Brief at 43-44) Applicants agreed
to these conditions.

With regard to the intraLATA toll market, Staff concludes that the proposed
merger will not have a significant adverse effect on competition. (/d. at 38)

With regard to the interLATA market, Staff notes that Bell Atlantic has 300
interLATA toll customers in lllinois, and that GTE offers interLATA toll service through
its affiliate to 130,000 customers in lltinois. Staff notes that the interLATA toll market is
highly concentrated and concludes that the merger should not increase that
concentration by any substantial degree. (/d. at 38)

With regard to cellular service, Staff states that Applicants will have to resolve
conflicts in overlapping cellular properties in order to comply with federal laws. To
alleviate its concerns as to how cellular customers will be treated after the merger, Staff
proposed the following conditions: (1) Applicants must notify the Commission of the
cellular affiliate that will be maintained as well as the identity of the purchaser of the
divested affiliate; (2) Applicants must send a notice to their respective cellular
customers 30 days prior to the sale of the divested affiliate; (3) the notice must inform
cellular customers of the merger between the two companies, the pending sale of
affiliate D and the identity of the divested affiliate purchaser; and (4) Applicants shall
provide a copy of their respective notices to Staff for review and comment at least 15
days prior to the date on which the notices will need to be finalized for mailing to cellular
customers. Applicants shall provide their customers with the notice incorporating Staff's
comments. Applicants agreed to the four conditions. (Id. at 39-40)

Staff indicates that the bundied service market will be affected by the merger
only if the FCC determines that lllinois is an in-region state for Bell Atlantic. Staff states
that if lllinois were considered to be in-region, GTE would have to stop providing long
distance until it demonstrated its compliance with Section 271 of the
Telecommunications Act of 1996. Based on the language in Section 271 and FCC
orders, Staff concludes that the ultimate determination as to whether lllinois will be an
in-region state following the merger rests with the FCC. Staff recommends that the
Commission follow the FCC’s ruling. (/d. at 40)

5. Commission’s Conclusion
AT&T argued that the task of applying the Merger Guidelines under the Clayton

Act should be left to the DOJ. However, the Commission’s analysis will consider, but
not rely solely on, the Guidelines in its conclusion.
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In contending that the proposed merger does not meet the requirement of
Section 7-204(b)(6), AT&T and Sprint argue that the merger has a significant adverse
effect on competition in the local exchange market in lllinois since it would eliminate
Bell Atlantic as a potential competitor. They contend that Bell Atlantic has the incentive
and necessary assets to be a significant player in that market.

Based on the evidence in the record, the Commission cannot conclude that Bell
Atlantic would enter the lllinois local exchange market in the near future absent the
merger. Applicants withess Bellamy, the President and Chief Executive Officer of Bell
Atlantic-Maryland, testified that absent the merger, Bell Atlantic had no plans to enter
such market. As to the lllinois service territories of GTE North and GTE South, Ms.
Bellamy testified that they wouid not be part of profitable market entry strategy due to
their lack of concentrations of business or residential customers. With regard to the
Chicago market, she emphasized its geographical separation from Bell Atlantic’s
service territory and Bell Atlantic’s present lack of marketing presence, facilities and
operations support in that market.

Rather, the evidence indicates that the merger would have a positive effect on
competition in the Chicago local exchange market. Bell Atlantic has customer
relationships with large companies headquartered in Bell Atlantic’s service territory that
have offices in the Chicago area. Applicants intend to rely on these relationships, along
with GTE'’s existing operational platform and presence in lllinois, to compete against
Ameritech for customers in the Chicago market. As a condition to merger approval,
Applicants have agreed to aggressively compete to provide service to Chicago’s
residential, small and medium business customers without diminishing service to GTE’s
current customers.

The Commission next turns to the claim by AT&T and Sprint that the merger is
anti-competitive because the merged company would have an incentive to engage in a
“price squeeze” by charging higher prices to long distance rivals for switched access
than it charges to its interexchange affiliates. The Commission concludes that this
claim is speculative. If there were such an incentive, it would exist regardiess of the
merger. Additionally, there has been no showing that such discriminatory behavior
could not be detected and remedied.

Likewise, the Commission rejects, as bases for denying the merger, the
arguments of Sprint and AT&T that the merged company would have an increased
incentive and ability to engage in anti-competitive conduct as a result of internalization
of “spillover effects,” and “monopoly leveraging” that bundies competitive services with
monopoly services offered within the expanded “incumbent footprint.” Such arguments
are speculative. Sprint and AT&T have not presented credible evidence that the
merger would lead to unlawful discrimination.

Sprint and AT&T note that the merger would reduce the benchmarks available to
judge whether the large ILECs are engaging in anti-competitive behavior. The
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Commission concludes that such a reduction in benchmarks is no basis for finding that
the merger would have a significant adverse effect on competition.

The Commission also concludes that three of the four merger conditions
proposed by AT&T should be rejected. The first condition is linked to AT&T’s monopoly
leveraging argument that has previously been rejected as a basis for denying the
merger. The second condition would prohibit Applicants from forming “phony” CLEC-
affiliates to compete with themselves within their ILEC service territory. The
Commission has no legal authority to prevent an ILEC from competing through an
affiliated CLEC. The third condition, which would require that GTE reduce its access
charges by $46 million, is beyond the scope of this merger proceeding.

The Commission finally concludes that the fourth condition proposed by AT&T
and refined by Sprint in its Brief on Exceptions has some merit. To that end, the
Commission will adopt, as conditions of merger approval, portions of Interconnection
Conditions A and C adopted in Docket No. 98-0555. Condition A requires GTE North
and GTE South to provide to CLECs in lllinois those services, facilities or
interconnection agreements/arrangements offered by Bell Atlantic ILEC affiliates in their
in-region states, subject to certain exceptions and conditions set out more fully in
Section VI of this Order. The Commission finds this condition to be valuable to CLECs
and the expansion of the competitive market in lllinois, particularly since Section 252(i)
of TA 96 does not contemplate automatic adoption of one state's approval of an
interconnection agreement in other states. This is especially so where GTE North and
South are not a "parties" to interconnection agreements in other Bell Atlantic states.
Condition C requires Joint Applicants to provide specific information relating to all
interconnection agreements from other states to the Commission, prior to the merger
closing date. This condition will make information available that may be useful to the
Commission and its Staff to monitor Joint Applicants' continued compliance with the
condition of offering agreements from other states in lllinois.

The Commission agrees with Staff that there is little competition in the lllinois
local exchange service territories of GTE North and GTE South. To promote
competition in these local exchange markets, Staff proposed five conditions to merger
approval. Staff's conditions pertaining to the arbitrated agreement between GTE and
AT&T, wholesale service rates, and UNE, interconnection, transport and termination
rates have been agreed to by Applicants or satisfied by Applicant’s commitments. With
regard to OSS systems, Staff indicated that Applicants’ OSS proposal, which was an
alternative to Staff's recommended independent third party audit, was acceptable so
long as additional conditions, including a collaborative process to tailor the proposed
plan to lllinocis’ specific needs, were agreed to by Applicants. Applicants agreed to
Staff's conditions. The Commission finds that Applicants ailternative OSS proposal,
with the addition of Staff’s conditions, is reasonable and is approved.

We accept Staff's rationale for the need to address common transport in this

case and believe that it is critical to fostering competitive telecommunications markets
in lllinois. (Gasparin, Staff Exhibit 9.0 at 3-7; Staff Reply Brief at 12) Although the
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evidence shows that GTE provides for common transport in some of its interconnection
agreements, we conclude that the terms of these provisions are too vague and
ambiguous. (Gasparin, /d.) Within 60 days of merger closing or final regulatory
approval, whichever is earlier, we require that Bell Atlantic/GTE work with Staff to
develop a more thorough definition of common transport and file a tariff describing the
element.

Applicants have also agreed to Staff's conditions pertaining to cellular service.
Those conditions are adopted by the Commission.

With the conditions approved herein, the Commission concludes that the
proposed reorganization is not likely to have a significant adverse effect on competition
in those markets over which the Commission has jurisdiction.

F. Whether the proposed reorganization is not likely to result in any
adverse rate impacts on retail customers. Section 7-204(b)(7)

1. Applicants’ Position

Applicants assert that there is no evidence that the proposed merger will
necessitate rate increases to GTE North or GTE South’s retail services. Therefore,
Applicants state that the merger meets the requirements of Section 7-204(b)(7)
because it is not likely to result in any adverse rate impacts on retail customers.
(Applicants’ Initial Brief at 55)

As evidence that the proposed merger meets the standards of Section
7-204(b)(7), Applicants point out that they have not proposed any rate increases in their
merger application.  Applicants emphasize that they have made the following
commitments in response to Staff’s concerns relative to §7-204(b)(7):

e GTE will reduce rates by $10.03 million upon merger consummation to
account for earnings and merger savings. The rate reduction will be
achieved by reducing IntraLATA toll rates by $1.68 million, residential
and business local usage rates by $6.6 million and access charges by
$1.74 million {Applicants’ Initial Brief at 56; Reply Brief at 26; and
Applicants Ex. 6.3 at 15)

e GTE will not apply to increase local residential and business service
rates as well as local usage rates for non-competitive residential and
business accounts, except for any Commission ordered USF
modifications, in the period between merger approval and filing of a
general rate case in the third year after merger closure. (Applicants’
Initial Brief at 56)

e GTE will file for a general rate case approximately three years after
merger closure, allowing the Commission the opportunity to fully
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allocate actual, realized merger costs and savings. {Applicants’ initial
Brief at 57; Reply Brief at 26}

e GTE will withdraw its rate rebalancing case (Docket No. 98-0606)
within 30 days of merger closure. (Applicants’ Initial Brief at 9)

Applicants maintain that these commitments completely satisfy the requirements of
Section 7-204(b)(7).

2, Staff’s Position

Staff applied two standards to analyze the requirement of Section 7-204(b)(7).
First, Applicants must prove that the proposed merger will not likely necessitate rate
increases for GTE'’s retail services. Second, Applicants must prove that the proposed
merger will not likely have an adverse impact on the price-to cost relationship of GTE’s
services currently priced above cost. (Staff Ex. 1.00 at 14)

Staff explained why the second standard is necessary. Staff indicates that GTE
is expecting to realize merger-related expense savings through decreased shared and
common costs in categories such as advertising, customer service and research and
development. Staff notes that GTE is also expecting merger-related procurement
savings due to volume discounts and reductions in inventories. Staff states that these
merget-related savings will result in incremental cost savings that, in turn, decrease the
long-run service incremental costs (“LRSICs”) for its services. Staff indicates that the
price-to-cost relationship of the associated services will be negatively impacted if GTE’s
costs decrease while its rates remain unchanged or increase, thereby causing adverse
rate impacts on retail customers, (Staif Initial Brief at 45)

Staff initially indicated that adoption of the following conditions is necessary to
satisfy its two standards:

« filing of annual TELRIC, shared and common cost studies that reflect
Commission-approved merger-related cost and savings;

+ setting up tracking mechanisms to track and record, by USOA, any
costs, savings and revenue enhancements resulting from the merger;

» sharing of merger synergies with GTE llfinois customers using actual
annual results;

e filing of a general rate case within six months of merger
consummation;

s capping GTE's rates from the time of merger approval until the
conclusion of the general rate case;
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» imputing of yellow page revenues into synergies to be shared with
customers;

» sharing revenue synergies with lllinois customers;
e provision of refunds to competitive carriers; and

» provision of access charge reductions to interexchange carriers and
credits to end users reflecting remaining net savings not allocated to
competitive carriers.

(Staff Initial Brief at 46)

In its rebuttal testimony, Staff provided an alternative, including an immediate
rate reduction, which would obviate the need to impose Staff's conditions. (Staff Ex.
1.01 at 14) Staff indicates that GTE accepted Staff’s alternative and made several
commitments. Staff states that its first standard is satisfied by GTE’s commitment to (1)
not increase local residential and business rates as well as local usage rates for non-
competitive residential and business accounts, except as required for Commission
ordered USF modifications, during the period between merger approval and the filing of
general rate case three years after merger closure; and (2) withdraw the rate
rebalancing case (Docket No. 98-0606), thereby eliminating any potential price
increases that could have resulted from that docket. (Staff Initial Brief at 46-47)

Staff concludes that Applicants have satisfied Staffs second standard by
committing to a rate reduction of approximately $10.03 million upon merger
consummation, and the filing of a general rate case approximately three years after
merger closure. Staff indicates that the rate reduction of $10.03 million sufficiently
addresses its concerns that GTE is over-eaming, alleviates the need for a rate case
within six months of merger consummation, and provides initial savings to GTE's
customers that will occur during the first two years after merger consummation. Staff
indicates that subsequent merger savings can be addressed in the general rate case.
(Id. at 47-48)

Staff and Applicants agree that the allocation of merger-related savings should
be based on actual savings. Staff indicates that actual savings will not be apparent
until after the second post-merger year. Staff states that in the general rate case that
GTE committed to file, GTE would be required to provide revised total element long-run
incremental cost (“TELRIC”} and shared and common cost studies that reflect actual
merger-related savings. Staff indicates that if the data provided by GTE is appropriate,
GTE’s rates could then be adjusted downward in a manner that does not negatively
affect the price-to-cost relationship of its services. Staff concludes that the Commission
could establish rates in the general rate case that are based on actual merger-related
savings. (/d. at 48)
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Staff states that Applicants question the validity of considering the price-to cost
relationship when analyzing adverse rate impacts under Section 7-204(b)(7). Staff
asserts that its second standard is necessary to ensure that GTE does not use the
merger as a vehicle to increase the mark-up applied to its retail services, thereby
causing customers to be worse off. Staff recommends that the Commission find in this
docket that the price-to cost relationship should be utilized in analyzing adverse impacts
on customers under Section 7-204(b)(7). Staff further recommends that the
Commission determine that the general rate case to be filed by GTE is an appropriate
forum to review the price-to cost relationship of GTE'’s services. (/d. at 49)

3. Applicants’ Response

Applicants disagree with Staff's position that Section 7-204(b}(7) requires an
analysis of the price-to-cost relationship of GTE’s rates. Applicants contend that the
Commission need not rule on this issue in this docket since Applicants and Staff agree
that the subsequent general rate case is the appropriate forum to review the price-to-
cost relationship. (Applicants’ Reply Brief at 26)

4. Commission’s Conclusion

The Commission finds that the proposed merger is not likely to result in any
adverse rate impacts on GTE’s retail customers. We are convinced that Applicants,
through the evidence presented and the commitments they have made, have provided
appropriate assurance against adverse rate impacts as a result of the merger.
Applicants’ agreement to initially reduce rates upon merger closure by approximately
$10.03 million has the effect of reducing rates as a result of the merger. In addition,
their agreement to cap rates pending the future general rate case assures that GTE's
customers will not be subject to rate increases during merger integration. The rate case
in the third year following merger closure will provide a forum for a thorough
examination of GTE's rates once merger savings and costs are incurred. To ensure
that GTE abides by its commitments described in Section V.F.1. above, the
Commission adopts those commitments as conditions to merger approval under
Section 7-204(f) of the Act.

The Commission declines Staff’s request that it conclude that the price-to cost
relationship should be utilized in the analysis of adverse rate impacts under Section
7-204(b)(7). We agree with Staff and Applicants that for a rate of return regulated
utility, issues concerning the price-to-cost relationship of the utility’s services are most
properly reviewed in the context of a general rate case. Applicants’ commitment to
make an initial rate reduction, followed by a future comprehensive review of all of GTE’s
prices in a rate proceeding, makes it unnecessary for the Commission to decide,
whether Section 7-204(b)(7) invariably requires an analysis of the utility’s price-to-cost
relationship.

G. Rulings Required by Section 7-204(c)
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1. Overview
Section 7-204 (c} of the Act provides:

The Commission shall not approve a reorganization without ruling on: ()
the allocation of any savings resulting from the proposed reorganization;
and (ii) whether the companies should be allowed to recover any costs
incurred in accomplishing the proposed reorganization and if so, the
amount of costs eligible for recovery and how the costs will be allocated.

The parties have taken various positions on the interpretation to be given this
statute. Being a relatively new enactment, there is no controlling precedent. The
issues, as set forth by the parties, may be summarized as follows. First, whether GTE’s
commitment to put into a place a $10.3 million rate reduction, freeze rates and begin
and complete the three phase plan, which includes the filing of a rate case in three
years is enough to satisfy the dictates of the statute. Second, if the commitment is not
sufficient, whether any or all costs savings should be passed through to end users.
Third, if the commitment is not sufficient, whether any or all costs of the merger are
recoverable from ratepayers. The final issue is, in the event the commitment is not
sufficient and the costs are recoverable from ratepayers, what those costs are and
manner in which they should be allocated.

2. Applicants’ Position

Applicants contend that all issues related to §7-204(c) have been resolved.
Applicants state that their commitments to make a rate reduction at merger closure, cap
rates, and execute their proposed “Three Phase Plan,” including the filing of a general
rate case in the third year after merger closure, provide the acceptable methodology for
allocation of merger savings and costs, required by §7-204(c). (Applicants Initial Brief at
6-7)

Applicants estimate that the merged company as a whole will realize $2 billion in
expense savings three years after the merger. Applicants also estimate that the merger
transaction costs and merger implementation costs will total $1.8 billion. Applicants'
witnesses Shuell and Shore testified that once merger costs are netted against merger
savings, and after net savings are properly allocated to intrastate regulated ILEC
operations, the cumulative net savings for GTE North and GTE South are expected to
be $7.7 million by year three after the merger. (Applicants' Initial Brief at 7)

As noted previously, Applicants have committed, as a condition of merger
approval, to make an immediate $10.03 million rate reduction to address both
cumulative savings in the first two year after the merger and to address Staff’'s concerns
about GTE’s current earings. (Applicants Initial Brief at 8)

in pre-filed testimony and during hearings, GTE proposed a rate design to
achieve the $10.03 million rate reduction. Following merger approval, GTE will reduce

38



98-0866

IntraLATA toll rates $1.68 million, residential and business local usage rates $6.6
million, and non-cost based access charges $1.74 million. (Applicants’ Initial Brief at 10)

The “Three Phase Plan” was proposed to allow the Commission to rely on actual
financial results as much as possible in order to avoid the inaccuracies that would occur
if estimates were the sole basis for savings allocation. (Applicants’ Initial Brief at 8-G)
The phases of the plan are as follow:

Phase |: Applicants commit to withdraw the rate rebalancing case (Docket No.
98-0606) within thirty (30} days of merger closure. GTE alsoc commits to mirroring
interstate access rates and to operate under GTE's current directory contracts pending
the general rate case as described in Phase lll, below. GTE also commits to offer
interim UNE rates as filed in Docket No. 96-AB-005 on a nondiscriminatory basis to
other parties as part of interconnection negotiations with those parties. (Applicants’
Initial Brief at 9)

Phase 1I: GTE commits to refile its UNE case with updated LRSICs within six
months of merger closure. GTE also commits to use the Integrated Cost Model (ICM)
in the UNE case to allow the Commission to test the model within that docket. GTE
also states that it will apply to the Commission for revised depreciation rates at the
same time it refiltes the UNE case, if revised depreciation rates are appropriate. (/d.)

Phase |ll: GTE commits to file, within a reascnable time period after an order is
issued in the UNE and depreciation cases, but in no event more than three years after
merger approval, a general rate case that will address, among other issues, merger
costs and savings. (/d.)

Applicants take the position that the proposed general rate case in the third year
after the merger closes provides a forum to examine and litigate ali other issues related
to allocation of merger savings, including competitive vs. non-competitive savings
allocations and allocation factors. (/d. at 10) Applicants also point out that the proposed
rate case will allow the Commission to review and rule on allowable costs during the
general rate case, once actual costs are known. Applicants assert that the proposed
rate reduction, rate cap and Plan will allow customers to benefit directly from merger
savings immediately while providing an appropriate process to ensure appropriate
merger related benefits in the future. (/d. at 11)

3. Staff’s Position
Staff contends that the Commission must interpret 7-204(c) to require two
separate rulings. The Commission must address the allocation of merger-related
savings and the Commission must address whether merger-related costs should be
recovered from the merged entity’s customers. (Staff Initial Brief at 50)

Staff asserts that all savings propetly allocated to GTE North and GTE South
should flow to GTE's lllinois ratepayers. Staff agrees that Applicants’ commitment to
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reduce rates $10.03 million at merger closure is a just and reasonable allocation of
initial merger savings and a mechanism to address GTE’s eamings situation. Staff also
agrees that GTE’s commitment to file a general rate case in the third year after merger
consummation satisfies Staff's concerns for sharing of merger savings, revenue
synergies, and the tracking of merger related savings. (/d. at 51-52)

Regarding merger costs, Staff disagrees with Applicants’ position that they
should be allowed to recover all merger related costs from GTE North and GTE South
customers. (/d. at 52) Staff takes the position that one-time merger costs should be
borne by GTE shareholders, not offset against merger savings. (/d. at 52) Staff
contends that to the extent the Commission allows GTE to recover merger costs from
GTE North and GTE South customers, recoverable costs should be limited to regulated
telecommunications operations allocable to GTE North and GTE South. (/d. at 53)
Staff also takes the position that the Commission shouid not allow the netting of merger
costs and savings. (/d. at 54)

-........:L.-.. o I:IA ~
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Staff agrees with prllbdlllb that Applicants’ commitment to file a gen
case within three years of merger consummation will allow a review of actual revenues
and expenses. (Staff Initial brief at 56) Because the rate case will also allow a review
of all of GTE’s regulated revenues, Staff's concems related to sharing of revenue
enhancements are also satisfied. (Staff Initial Brief at 58)

4, Intervenors’ Position

AT&T supports GTE passing on merger savings to its customers. AT&T,
however, characterizes GTE’s proposed reduction of $10.03 million as “token." AT&T
noted that AT&T withess Conway testified that GTE is grossly overcharging by many
times this amount ($46.8 million) on its intrastate switched access services alone.
AT&T argued that GTE’s rate reduction proposal to reduce access by only $1.7 miltion
does not meet the standards of Section 7-204(c). (AT&T Reply Brief at 3)

AT&T instead urges the Commission to: (1) order an immediate reduction in
intrastate access rates here of $46.8 million, and (2) allow for further rate reductions to
be ordered in Docket No. 98-0606 on the current schedule. (AT&T Reply Brief at 5)
Sprint did not take a position on this issue.

5. Commission’s Conclusion

While Applicants and Staff have apparently agreed that GTE's commitment to
reduce and cap rates followed by a number of filings at the Commission satisfy the
requirements of section 7-204(c), the Commission is unconvinced. A plain reading of
the statute reveals that it imposes an affirmative duty upon the Commission and
requires that we rule on cost and savings issues when we approve a reorganization, not
at some later date. Our reading of the statute also leads us to conclude that it is not
incumbent upon us to pass on the exact amount of costs or savings, but that we must
rule on the issues of sharing and recovery. To that end, we approve GTE'’s
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commitment to reduce and cap rates, and follow through with the three phase plan.
Because the plan includes the filing of a general rate case, we will establish the
amounts of costs and savings at that time. The manner in which those costs and
savings will figure into the revenue requirement at the time of the rate case will be
determined here.

The first issue to be determined is whether the savings that are expected to be
realized following the merger should include revenue enhancements as argued by Staff.
Looking to the particulars of Section 7-204(c), the plain language of the statue leads us
to construe “savings” as that term is ordinarily understood, namely, a reduction in costs
or expenses. We agree with the Applicants that the term “savings” in Section 7-
204(c)(i) refers to an actual reduction in costs or expenses. Hence, the urgings of Staff
that we widen the pool to include “revenue enhancements” are rejected.

The next issue to be determined is whether the costs that may be recovered
should include costs incurred solely as a result of the merger and unrelated to the
Applicants provision of service. As for the meaning of “costs,” the Commission finds
that, while the statute, on its face seem to contemplate the possibility of collecting costs
incurred solely as a result of the merger, it also grants the Commission discretion to find
that such costs should not be recovered. The Commission agrees with Staff that none
of the one-time merger costs relating to the merger, such as banker or brokerage fees,
legal fees, or accounting fees, constitute legitimate costs for present purposes.
Because the merger is being done based upon the approval of the company’s
stockholders, it is the stockholders that should pay for the business end of the deal, not
ratepayers. Ratepayer should however, be expected to share in those costs directly
associated with the merged companies’ provision of service through the operation of
section 7-204(c). Hence, we agree with Staff's position and conclude that, in the rate
case to be filed within three years of merger approval, the merged company should
recover only those costs directly associated with the utility’s operations.

The next issue to be determined is whether recoverable costs and savings
should be netted for purposes of establishing the merged entity’s revenue requirement
in the upcoming rate case. While Section 7-204(c) apparently grants us the discretion
to order that savings be reflected and operational costs ignored, we decline to do so,
despite Staff's position opposing the netting of savings and costs. To the extent that
costs are incurred to produce savings and are shown to be both reasonable and directly
related, netting is appropriate. As a matter of logic, the only savings that can be
realized are net savings. Moreover, our reading of Section 7-204(c) indicates that just
such a result is contemplated. We further conclude that 50% of the net merger savings
allocable to the merged companies' jurisdictional operations should be allocated to
llinois consumers. Given the fact that the parties had apparently concluded that an
agreement had been reached in satisfaction of section 7-204(c}, there is not a record
upon which we may base a more complete conclusion on the manner in which net costs
and savings are to be allocated across various customer groups. This issue will be
addressed more fully in the rate case.
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In terms of AT&T’s recommendations, the Commission declines to order a
reduction in access charges in this docket. While we have determined that merger
savings should inure to the benefit of ratepayers, a reduction in access rates would not
necessarily benefit ratepayers unless the IXC and other consumers of access would
commit to pass the reductions along to their customers. While AT&T has requested a
reduction in access charges in an amount exceeding $45 million, it has not committed
to passing this reduction along to consumers on a dollar for dollar basis. Additionally,
the Commission finds no reason for the rate rebalancing docket to proceed further
since the cost characteristics of the jurisdictional entity are likely to be much different
than the cost characteristics of GTE North and South as they exist today. To that end
we approve of GTE’s commitment to reduce rates $10.03 million, cap rates and begin
and complete the three-phase plan.

V.  CONDITIONS TO MERGER APPROVAL

Section 7-204 of the Act provides that “(i)n approving any reorganization
pursuant to this Section, the Commission may impose such terms, conditions or
requirements as, in its judgment, are necessary to protect the interests of the public
utility or its customers. All of the conditions proposed by Staff and Intervenors have

been discussed in Section V above.

The Commission concludes that conditions to our approval are needed to protect
the interests of GTE or its customers. Many of the conditions are the result of
commitments made by Applicants during the course of this proceeding. The
Commission concludes that Applicants shall comply with all of the following conditions
to approval of the proposed reorganization:

(1)  BA/GTE must make a rate reduction of $10.03 million at merger
closure to address earnings issues and immediate merger savings.
The rate reduction shall be achieved by reducing IntraLATA toll
rates by $1.68 million; residential and business local usage rates by
$6.8 million, and non-cost based access charges by $1.74 million.

(2) BA/GTE shali participate in a collaborative process with the
Commission and CLECS to tailor GTE’s proposed 0SS
measurement, reporting and incentive plan, as described in the
record, to lllinois needs. The collaborative process must also result
in a recommended dispute resolution methodology, including
Commission enforcement policies. The collaborative process
should commence within 30 days of merger closure and should be
completed within 6 months of commencement.

(3)  GTE shall withdraw its rate rebalancing case (Docket No. 98-0606)
within 30 days of merger closure.

(4)  GTE shall mirror interstate access rates pending the general rate
case as described in (7) below.

42



98-0866

GTE shall operate under the terms of the current Yeilow pages
directory contract pending the general rate case as described in (7)
below.

GTE shall offer interim UNE rates as approved in its
interconnection agreement with AT&T on a nondiscriminatory basis
to other parties as part of interconnection negotiations with such
parties, pending issuance of an order in GTE’s UNE case.

GTE shall file for a general rate case within a reasonable time after
the Commission issues orders in GTE's UNE and depreciation
cases (if a depreciation case is filed), and in no case any later than
the third year after the merger closes.

GTE shall not seek a rate increase in local residential and business
service rates as well as local usage rates for non-competitive
residential and business accounts, except for any Commission
ordered USF modifications, in the period between merger approval
and the filing of the general rate case as described in (7) above.

BA/GTE must provide access to all books, accounts, records, and
personnel of Bell Atlantic, GTE, and all their utility and non-utility
affiliated parent, sister and subsidiary companies, as well as
independent auditors’ work papers; as requested by the
Commission.

BA/GTE must file a copy of its revised post-merger FCC CAM with
the Commission concurrent with filing the same at the FCC. The
reorganized company must file the post-merger revised lllinois
CAM with the Commission within sixty (60) days thereafter.

Any rate increase BA/GTE requests specifically for 9-1-1 network
and services shall be submitted to normal Commission review of
proposed increases.

BA/GTE must advise Commission Staff prior to the reduction or
removal of any subject matter experts, including 9-1-1 staff, outside
of lllinois.

BA/GTE must obtain Commission approval before implementing
operational changes to GTE's current 9-1-1 system attributable or
in connection with the proposed merger, including, but not limited
to changes in policies, processes and procedures associated with
9-1-1 billing systems and databases.

Any operational changes to the 9-1-1 system made by BA/GTE
must be transparent to both the 9-1-1 system and its subscribers.
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(15) BA/GTE must submit to the Commission a list of their “best
practices” within six (6) months of the consummation of the merger
and each six months thereafter for three years.

(16) BA/GTE shall maintain an office(s) in lllincis, with a level of staff
necessary to ensure compliance with all Commission rules, statues
and orders.

(17) GTE shall be required to comply with and offer all terms and
conditions in each of GTE’s interconnection agreements to any
qualified taker for the full length of the agreements. The merged
entity is prohibited from interfering with the assumption of an entire
interconnection agreement that has been approved by the
Commission.

(18) GTE shall provide interconnection in accordance with the following
conditions for an indefinite time in llinois. GTE shall provide to
CLECs in lllinois those services, facilities or interconnection
agreements/arrangements offered by Bell Atlantic ILEC affiliates in
their in-region states subject to the following exceptions and
conditions

. Bell Atlantic and/or any Bell Atlantic affiliate in lllinois shall
not be required to offer to CLECs in lllinois UNEs, services,
facilities or interconnection agreements/ arrangements which
have been imposed upon Bell Atlantic by another state as a
result of an arbitration (as opposed 1o a voluntary
agreement);

. Bell Atlantic, through its subsidiaries, GTE North and GTE
South, shall be required to offer to CLECs in lllinois UNEs,
services, facilities or interconnection agreements/arrange-
ments, unless it demonstrates by a preponderance of the
evidence that they are technically infeasible or unlawful or
contrary to lllinois policy;

. Bell Atlantic, through its subsidiaries, GTE North and GTE
South shall not be required to offer to CLECs in lllinois
UNEs, services, facilities or interconnection agreements/
arrangements at the same rates or prices as Bell Atlantic
makes such offerings in Bel! Atlantic in-region territories on a
permanent basis since costs may and do vary by state, and
pricing in each state reflects state pricing policies and costs.
However, Joint Applicants shall not be permitted to delay
implementation of any interconnection provision on the basis
of pricing. Accordingly, the Commission further orders the
Joint Applicants to import the rates agreed to in the relevant
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state in which the imported interconnection agreement was
originally reached, until such time as lllincis-specific rates
can be determined. At such time, the interim rates would be
subject to a true-up;

Joint Applicants shall provide the following information regarding all
interconnection agreements from other states to the Commission
prior to the merger closing date:

1. all agreements listed by state;
docket number associated with each agreement;
date of approval

2

3

4. parties to the agreement;

5 where the agreement can be obtained, including a contact;
6

telephone number and a relevant internet address; and

Such condition, excepting the requirement of timing, will also include any subsequent

(20)

1)

(22)

(23)

(24)

interconnection agreements entered into by a Bell Atlantic ILEC affiliate
after the date of the merger closing, as well as agreements entered into
by a Bell Atlantic CLEC competing out of region. For interconnection
agreements entered into after the date of the merger closing (in region or
out of region), Bell Atlantic should provide the relevant information
referenced above regarding such interconnection agreements to the
Commission within 15 days of entering into such agreements. The Joint
Applicants will make such agreements available for inspection to any
requesting lllinois CLEG, either electronically or in a hard copy format.

GTE shall continue to work with the Commission to reach final,
Commission approved, wholesale service rates.

GTE shall continue to work with the Commission to reach final,
Commission approved, unbundled network element,
interconnection, transport and termination rates.

GTE shall file a UNE case with updated LRSICs within six months
of merger closure.

GTE and Bell Atlantic shal! notify the Commission of the cellular
affiliate that will be maintained as well as the identity of the
purchaser of the divested affiliate.

GTE and Bell Atlantic shall send a notice to their respective cellular
customer’s thirty (30) days prior to the sale of the divested affiliate.
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The notice shali inform cellular customers of the merger between
the two companies, the pending sale of affiliate D and the identity
of the divested affiliate purchaser.

GTE and Bell Atlantic shall provide a copy of their respective
notices to Staff for review and comment at least fifteen (15) days
prior to the date on which notices will need to be finalized for
mailing to cellular customers. GTE and Bell Atlantic shall provide
their customers with the notice incorporating Staff’'s comments.

BA/GTE shall aggressively compete to provide local service to
Chicago’s residential, small, and medium business customers,
without diminishing service to GTE’s current customers while
entering Chicago.

GTE shall make an infrastructure investment in lllinois of no less
than $270 million for the next three years, GTE shall file annual
reports for the three years detailing the manner in which the
infrastructure investments have been made and detailing the new
services and service improvements made in that period by
Applicants in the remaining jurisdictions served by Applicants.

within 60 days of merger closing or final regulatory approval,
whichever is earlier, Bell Atlantic/GTE shall work with Staff to
develop a more thorough definition of common transport and file a
tariff describing the element.

ViIl. FINDINGS AND ORDERING PARAGRAPHS

The Commission, having considered the entire record herein and being fully
advised in the premises, is of the opinion and finds that:

M

()

GTE North Incorporated is a Wisconsin corporation, authorized under the
laws of the State of lllincis to engage in the provision of
telecommunications services to the public in the State of lllinois, and is a
telecommunications carrier within the meaning of Section 13-202 of the
Public Utilities Act;

GTE South Incorporated is a Virginia corporation, authorized under the
laws of the State of lllinois to engage in the provision of
telecommunications services to the public in the State of lllinois, and is a
telecommunications carrier within the meaning of Section 13-202 of the
Public Utilities Act;

Bell Atlantic Corporation is a Delaware corporation offering
telecommunications services in 13 states and the District of Columbia;
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Applicants request approval of a “reorganization” of Bell Atlantic/GTE that
would result from a business combination of GTE and Bell Atlantic: if that
business combination is completed, GTE would become a wholly owned
subsidiary of Bell Atlantic, and GTE North and GTE South would become
second tier subsidiaries of Bell Atlantic;

the Commission has jurisdiction over the parties hereto and the subject
matter hereof;

the findings of fact and conclusions of law set forth in the prefatory portion
of this Order are supported by the record herein and are hereby adopted
as findings of fact and conclusions of law;

the proposed reorganization will not adversely affect the ability of GTE
North and GTE South to perform their duties under the Public Utilities Act;

with the adoption of the 28 conditions set forth in Section VI herein, the
Applicants will have satisfied the provisions in §7-204(b)(1)-(7), as follows:

(N the proposed reorganization will not diminish the ability of GTE
North and GTE South to provide adequate, reliable, efficient, safe
and least cost service;

(I)  the proposed reorganization will not result in the unjustified
subsidization of non-utility activities by GTE North and GTE South
or their customers;

(Il costs and facilities are and will be fairly and reasonably allocated
between utility and non-utility activities in such a manner that the
Commission can identify those costs and facilities which are
properly included by GTE North and GTE South for ratemaking
purposes;

(V) the proposed reorganization will not significantly impair the ability of
GTE North and GTE South to raise necessary capital on
reasonable terms or to maintain a reasonable capital structure;

(V) GTE North and GTE South will remain subject to all applicable
laws, regulations, rules, decisions and policies governing the
regulation of Hllinois public utilities;

(V) the proposed reorganization is not likely to have a significant
adverse effect on competition in those markets over which the
Commission has jurisdiction; and

(VIl) the proposed reorganization is not likely to result in any adverse
rate impacts on retail customers;
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(9) each of the 28 conditions adopted herein is necessary to satisfy the
requirements of §7-204 of the Act;

(10) merger-related costs and savings shall be treated in accordance with the
Commission's conclusion in Section V.G.5 of this Order;

(11) any petitions, objections or motions in this proceeding that have not been
specifically disposed of should be disposed of in a manner consistent with
the Commission’s conclusions herein.

IT IS THEREFORE ORDERED, that the proposed reorganization of GTE/Bell
Atlantic, as set forth in the verified joint application filed in this proceeding, is approved,
subject to the 28 conditions set forth in Section VI of this Order.

IT IS FURTHER ORDERED that any petitions, objections or motions made in
this proceeding and not otherwise specifically disposed of herein are hereby disposed
of in a manner consistent with the conclusions contained herein.

IT 1S FURTHER ORDERED that subject to the provisions of Section 10-113 of
the Public Utilities Act and 83 lll. Adm. Code 200.880, this Order is final; it is not subject
to the Administrative Review Law.

By order of the Commission this 29th day of October, 1999.

Chairman
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February 20, 2001 1312 East Empire Street
ILLLARA
Bloomington, IL 61701

Mr. Jon Feipel

lllinois Commerce Commission
527 East Capitol Avenue
Springfield, IL 62701

Dear Mr. Feipel:

Attached are documents comprising Verizon's final report pursuant to Condition #2 of the
Commission‘s Order in Docket No. 98-0866 regarding the merger of Bell Atlantic/GTE. Merger
Condition #2 states "BA/GTE shall participate in a coliaborative process with the Commission and
CLECs to tailor GTE's proposed OSS measurement, reporting and incentive plan, as described in
the record, to llincis' needs. The collaborative process must also resuit in a recommended
dispute resolution methodology, including Commission enforcement policies. The collaborative
process should commence within 30 days of merger closure and should be completed within 6
months of commencement.”

In compliance with the Commission’s QOrder, the Verizon OSS Collaborative ("Collaborative”)
started with an initiating conference call on July 20, 2000. Meetings were held on:

August 2 and 3, 2000
August 28 and 29, 2000
September 26 and 27, 2000
October 24, 2000
December 5, 2000

January 11, 2001

Sam McClerren of the ICC Staff led the meetings and maintained the meeting minutes. CLEC
participants were McLeodUSA, WorldCOM, AT&T, and the lllinois Rural Competitive Alliance.
Minutes for these meetings, and other information about the Collaborative can be found on the
ICC Web Site at hitp://www.icc.state.il.us/icc/tc/ba.asp. The parties also held telephone
conferences and shared documentation throughout the Collaborative.

Because the required Collaborative completion date, six moths after commencement, was
Saturday, January 20, 2001, the Collaborative participants, including the ICC Staff representative,
agreed that the official ending date would be the following Monday, January 22, 2001. My letter to
you dated January 22, 2001, informed you of Verizon's compliance with Merger Condition #2 and
further advised that the Verizon Final Collaborative Report would be issued February 20, 2001.

The attached Verizon Final Collaborative Report (“Final Report”) consists of the following
documents:

Carrier-to-Carrier Guidelines (including Performance Measures)
Carrier-to-Carrier Guidelines - Associated Activities
Performance Assurance Plan (the Incentive Plan)
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Throughout the Collaborative, the participants exchanged views on many areas of concern.
Verizon incorporated compromises on many issues in the resulting OSS plan tailored specifically
for lllinois. Cn February 7, 2000, Verizon shared an initial draft of the Final Report with Staff and
CLECs. On February 14, 2001 the parties responded to Verizon with their Comments. Verizon's
Final Report includes the following revisions since the draft was issued:

* Amendment to Measure 40 of the Carrier-to-Carrier Plan to provide reporting of
results in Caged, Cageless, Shared-Cage, Sub-Lease and Adjacent physical
collocation categories as well as the virtual collocation category.

e Amendment to Measure 41 of the Carrier-to-Carrier Plan to provide reporting of
results in Caged, Cageless, Shared-Cage, Sub-Lease and Adjacent physical
collocation categories as well as the virtual collocation category.

* Amendment to the language addressing “completions” contained in the Notes section
of the Carrier-to-Carrier Plan.

* Amendment to the “End Office Switching” definition contained in the Carrier-to-Carrier
Plan - Associated Activities document.

Verizon is prepared to begin reporting on the Performance Measures contained in the Carrier-to -
Carrier Guidelines, as described in the attached document, no later than November 20, 2001.
The Performance Assurance Plan's first “performance year” will begin in April 2001. Verizon will
issue monthly reports under the Performance Assurance Plan with the first calculation of
remedies coming after the June performance month, on approximately July 25, 2001. The first
possible payments under the plan would be paid within 30 days of reporting the results.

Verizon appreciates the efforts of lllinois Commerce Commission (ICC) Staff and the CLECs in
this process. Although all participanis’ requests and positions could not be included in the end
product, the collaborative was characterized by goed faith negotiations. Verizon’s Final Report
presents a plan for lllinocis OSS in the Verizon service area, consistent with the Commission's
requirements in the QOctober 29, 1999 Order in Docket No. 98-0866.

If you have any questions, please contact Greg Smith at 309.663.3345.

Very truly yours,

James R. Hargrave
Assistant Vice President-
Public Policy & External Affairs

C: Mr. Charles Fisher — lllinois Commerce Commission
Mr. Gene Beyer — lllinois Commerce Commission
Mr. Sam McClerren — Illinois Commerce Commission
CLEC Collaborative Participants via e-mail attachment
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Verizon Proposed Performance Assurance Plan for the State of Illinois

Verizon Illinois proposes to implement the FCC Carrier-to-Carrier Performance Assurance Plan as is
applies to the State of Illinois. The plan in its entirety, including the measures, standards, statistical
methedologies and incentive would be applied in Illinois with the incentive payments redirected to the
CLECs operating within the State of Illinois, and purchasing services from Verizon Illinois. The FCC
Carrier—to-Carrier Performance Assurance Plan begins its first “Performance Year” in the month of April
2001, and Verizon Illinois proposes to also implement this plan as it applies to the State of Illinois
beginning in April 2001. Under the methodelogy in the plan, the first calculation of any penalties due
would be after the June performance month. These results would be reported by July 25th with penalties
due within 30 days following the reporting of results. The measures in the plan cover a comprehensive
range of processes in Preordering, Ordering, Provisioning, Maintenance, Network Performance and Billing.
The incentives in the plan are designed to increase with increasing number of metrics that fail to meet their
standard, with the increasing absolute difference between the Verizon Illinois performance and the standard
and with the increased number of affected units or “occurrences”. Verizon and the Chief of the Common
Carrier Bureau jointly review the Verizon measurements on a semi-annual basis, to determine whether
measurements should be added, deleted, or modified. Verizon Illinois will notify the Hlinois Commission

of these changes within 30 days of implementation in the FCC plan for implementation in Illinois.

Incentive CAPS

As discussed in this report, Verizon Illinois is voluntarily offering to adopt the FCC Carrier-to-Carrier
Performance Assurance Plan as it applies to the State of Illinois, as the performance assurance plan for the
State to fulfill Merger Condition #2. This includes adoption of the plan’s measures, standards, incentive
amounts, incentive caps, and methodology to determine performance misses and payments. If Verizon
voluntarily offers to adopt the FCC Carrier-to-Carrier Performance Assurance Plan as a State approved
plan within the Verizon service areas, with greater incentive caps than those in Attachment A-6 of the FCC
Plan for the corresponding state and it is approved for implementation, Verizon Illinois will notify the

State of Illinois.
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Incentive pavments and allocation

Although Verizon [llinois had suggested a method for allocating any incentive amounts due to the CLECs
under the Performance Assurance Plan, the parties did not reach an agreement on the allocation
methodology prior to the conclusion of the collaborative. In the interim, as an alternative Verizon Illinois
suggests placing the total incentive amount due in an escrow account until a mutually agreed upon method
of allocation can be determined. If an escrow éccount were to be created, any payments due to a individual
CLEC from escrow should first be applied to any outstanding balances that CLEC has with Verizon
Illinois, and only if the payments exceed any outstanding balances, should any payments be made to the

CLEC.

Proposed Incentive Payment Allocations to the CLECs

Total incentive amounts due under the plan will be determined as described in the attached FCC Carrier-to-
Carrier Performance as they would apply to the State of Illinois. These calculations, as described in the
plan, are at the industry level. Once the total amounts are determined, the allocation of the dollars among
the specific CLECs is described below for the different types of measures. Any payments made under the
plan will be issued only in the amounts by which the payments exceed any balance due to Verizon Illinois

from the CLEC.

Preorder and Billing measures have “per measure” incentive amounts designated in the plan.

o  For each of these measures where Verizon IL does not meet the performance standard defined in the
plan for three consecutive months, the incentive amount will be allocated among the affected CLECS
proportionally by each CLECs share of lines service at the end of the period being measured. An
affected CLEC in this case is one that uses the pre-ordering system that did not perform at or better

than standard. For example, if the PO-1-010SS Response Time CSR WEB GUI performed below
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standard for 3 consecutive months, the affected CLECs would include those using the WEB GUI
interface for CSRs during the 3-month period in question. The incentive amounts would be allocated
proportionately among all CLECs using WEB GUI for CSRs during that 3-month period based on their

lines in service at the end of the period.

Ordering measures have “per occurrence” incentive amounts designated in the plan with the exception of

OR-5, which has “per measure” incentive amounts.

e For cach of the measures with “per occurrence” incentives where Verizon IL does not meet the
performance standard defined in the plan for three consecutive months, the total incentive amount for
the measure is calculated using the aggregaté CLEC performance and observations using the
methodology defined in the plan. Once the total amount has been determined, the amount is allocated
to the affected CLECs based on their individual proportion of the total aggregate observations for the
measure in that 3-month period.

o The each measure with “per occurrence” incentives where Verizon IL does not meet the performance
standard defined in the plan for three consecutive months, the incentive amount will be allocated
among the affected CLECs based on their individual proportion of the total aggregate observations for
the measure in that 3-month period. An affected CLEC in this case is one that uses the pre-ordering
system that did not perform at or better than standard. For example, if the OR-5-01 % Flow Through
Total Resale performed below standard for 3 consecutive months, the affected CLECs would include
those which place Resale orders during the 3-month period in question. The incentive amount would
be allocated to the affected CLECs based on their individual proportion of the total Resale orders in

that 3-month period.

Provisioning, Maintenance and Network Performance measures have “per occurrence” incentive

amounts designated in the plan.

e For each of the measures with *“per occurrence” incentives where Verizon IL does not meet the
performance standard defined in the plan for three consecutive months, the total incentive amount for

the measure is calculated using the aggregate CLEC performance and observations using the
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methodology defined in the plan. Once the total amount has been determined, the amount is allocated
to the affected CLECSs based on their individual proportion of the total aggregate observations for the
measure in that 3-month period.
Limitations
Verizon’s agreement to measure performance consistent with the measures and business rules contained
herein does not constitute an admission by Verizon of the propriety or reasonableness of establishing any
performance measure or penalty. Verizon reserves the right to contest the level of disaggregation for the
purpose of assessing penalties. Verizon also reserves the right to view any penalties resulting from this

plan as liquidated damages that are the exclusive remedy for any failure of performance by Verizon.

The performance measures contained in the Carrier to Carrier Plan and the remedies for failure to perform
as outlined in the Performance Assurance Plan are intended to be Verizon’s sole measurement and remedy
obligations to any carrier unless that carrier and Verizon are parties to a current interconnection agreement
containing performance measures and remedies. In such a case, Verizon will honor the terms of the
interconnection agreement pertaining to performance measures and remedies or will provide measurement
and remedies to the carrier as outlined in the Carrier to Carrier Plan and the Performance Assurance Plan.
A carrier that is party to an existing Verizon interconnection agreement containing performance measures
and related remedies will be allowed to choose benefits under either the terms of the interconnection
agreement or consistent with the terms herein, but in no case shall that carrier be permitted to select
benefits from both the plans reported herein and the interconnection agreement. Nothing in this plan

should be construed to obligate Verizon to provide duplicate measurements or to pay duplicate penalties.
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. REPORTING PROCESS

Except as otherwise provided, performance reports reflecting the Carrier-to-Carrier
Guidelines® will be provided to the CLECs and the Public Utilities Commission by no later
than the 25" calendar day of the month succeeding the reporting period. The reporting
period is the calendar month, unless otherwise noted. Reporting will be activity based, i.e.
where there is reportable data for the CLEC.

For those measures where results appear to be statistically less than parity or not
meeting the benchmark level, Verizon will perform analysis of the data if requested by the
CLEC. This analysis will detail the underlying causes contributing to the reported
performance results. Verizon will supply this analysis to the requesting CLEC within thirty
days.

Authorized users will have access to monthly reports through an interactive website.
Each CLEC will have access to its own data, aggregate CLEC data, Verizon data, and
Verizon affiliate data, for CLEC-like data. Verizon affiliate data will be reported, at a
minimum, separately for the separate Data subsidiary and all other affiliates (in the
aggregate). Verizon will report performance measurements for CLEC-like transactions
with its affiliates and make that data available to all CLECs who have filed non-disclosure
documents like those filed by Verizon with regard to CLEC data. The Commission will
have access to reports for all entities, including Verizon affiliate data. Verizon affiliate
data will not be included in CLEC aggregate data.

In addition to the performance measure results themselves, the raw data supporting the
results for the current and prior month will be available to the CLECs and the
Commission. Raw data will be archived for a period of 24 months to provide an
adequate audit trail and will be retained with sufficient detail so that CLECs can
reasonably reconcile the data captured by Verizon (for the CLEC) with its own internal
data. Furthermore, data that relates to the Verizon’s own performance would be
retained, at a consistent level of disaggregation comparable to that reported for the
CLECs.

Verizon will provide raw data which comprise the results and which are readily available
from the systems which provide the reportable data. Verizon will provide PON information
associated with Ordering and Provisioning measures. CLECs should request raw data on
an as-needed basis. Verizon will provide the requested data within 30 days of the receipt
of the request.

! See illinois Carrier-to-Carrier Guidelines Document
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. AUDITING

Verizon’s audit of existing measures was completed by an independent third party auditor
during late 2000. The audit firm was jeintly selected by the CLECs and Verizon. The
audit included all systems, processes, and procedures associated with the production
and reporting of performance measurement resuits.

Verizon shall make results of this audit available to the Commission and to CLECs
operational in Verizon’s lllinois service territory upon request (includes only non-
proprietary information).

Subsequent audit requirements will be defined by a Joint Steering Committee ("JSC" or
“Committee”) comprised of Verizon and CLEC representatives and will be responsible
for:

Coordinating efforts with JSCs in other Verizon states;

Jointly defining the Request for Proposal;

Jointly selecting a third party auditor;

Determining the scope and timing of the Required Audit;

Providing guidance to the auditor, as requested; and

Reviewing the auditor's compliance with the Request for Proposal.

2R RN

The JSC may convene every six months for three years from the date of this report to
discuss audit requirements. In the event that other States may utilize the JSC concept,
the lllinois JSC will coordinate efforts with those Committees to achieve benefits resulting
from national audits.

At its completion, Verizon shaill submit the audit results to the Commission, and make
available to CLECs operational in Verizon lllinois service territory upon request (includes
only non-proprietary information).

Verizon’s systems, processes, and procedures are national in scope?, Verizon proposes
that subsequent national audit efforts be extended to include CLECs operational in
Verizon’s lllinois service territory. CLECs may actively participate as a member of the
JSC as defined above. '

The audit costs for national audits of Verizon’s national systems, processes, and
procedures related to performance measurement results will be divided 50% to Verizon
and 50% to CLECs in states participating in the audit. The lllinois portion shall be based
on the volume of CLEC activity in lllinois as compared to the total CLEC volume in all
Verizon states that participate in the national audit. Volume for purposes of this allocation
will be the number of local exchange lines, trunks, circuits, and UNEs (as reported in
Measure 19) in service in third reported month prior to the commencement of the audit.

Audit costs specific to lllinois, but falling outside the scope of the national audit, shall be
shared by Verizon and the CLECs as set forth in the following paragraph:

2 Verizon’s national systems, processes, and procedures in this context is referring to former GTE operating
areas.
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The allocated costs of any JSC audit will be divided 50% to Verizon and 50% to
the llinois CLECs, in the proportion of each individual CLEC’s volume to the
aggregate CLEC volume. Volume for purposes of this allocation will be the
number of local exchange lines, interconnection/ interoffice trunks (‘trunks”),
circuits, and UNEs (as reported in the denominator of Measure 19, the “Customer
Trouble Report Rate” measure) in service in the third reported month prior to the
commencement of the audit. In order to assign weight to the different local
exchange lines/trunks/circuits and UNEs reported in Measure 19, the Committee
shall develop and approve a conversion table based on a standard unit of weight,
likely using a DS-0 equivalency, including appropriate consideration for collocation;
provided, Verizon shall not in any event have an obligation to provide data or
perform calculations that are not part of its normal data reporting systems.

The estimated cost of any audit (based on the chosen vendor’s response to the Request
for Proposal) will be paid into escrow by Verizon and the CLECs in a reasonable period
of time before the commencement of the audit and shall be a prerequisite for its start.
Any disputes regarding payments owed by the respective CLECs for the audit shall be
the responsibility of the CLECs.

With the exception of the provision for Mini-Audits outlined below, no audit shall
commence within 12 months of the completion of a previous audit. Notwithstanding any
other provisions herein, the scope of the audit shall not exceed the previous 12 months.
At least one audit, as defined by the Committee, will be conducted within the three years
the JSC is operational.

In addition to audits initiated by the JSC, the CLECs would have the right to mini-audits of
individual performance measures/sub-measures during the year. When a CLEC has
reason to believe the data collected for a measure is flawed or the reporting criteria for
the measure is not being adhered to, it has the right to have a mini-audit performed on
the specific measure/sub-measure upon written request (including e-mail), which will
include the designation of a CLEC representative to engage in discussions with Verizon
about the requested mini-audit. if, 30 days after the CLEC's written request, the CLEC
believes that the issue has not been resolved to its satisfaction, the CLEC will commence
the mini-audit upon providing Verizon with 5-business days advance written notice. Each
CLEC is limited to auditing three single measures/sub-measures during the audit year.
The Mini-audit year will be based on a calendar year. Mini-audits cannot be requested by
a CLEC while a JSC audit is being conducted (i.e. before completion).

Mini-Audits will include all systems, processes and procedures associated with the
production and reporting of performance measurement results for the audited
measure/sub-measure. Mini-Audits will include two (2) months of data, and raw data
supporting the performance measurement results will be available monthly to CLECs as
described in the Reporting Process Section | of this document.

No more than three (3) Mini-Audits will be conducted simultaneously unless more than
one CLEC wants the same measure/sub-measure audited at the same time, in which
case, Mini-Audits of the same measure/sub-measure shall count as one Mini-Audit for
the purposes of this paragraph only.
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Mini-Audits will be conducted by a third party auditor, selected by the same method as
the selection of the auditor for the JSC audit. The CLEC will pay for the costs of the third
party auditor conducting the Mini-Audit unless Verizon is found to be “materially”
misreporting or misrepresenting results, for example, the improper application of
business rules, in which case, Verizon would pay for the costs of the third party auditor.
Each party to the Mini-Audit shall bear its own internal costs, regardless of which party
ultimately bears the costs of the third party auditor.

If, during a Mini-Audit, it is found that for more than 50% of the measures in a major
service category Verizon is “materially” at fault, the entire service category will be re-
audited at Verizon’s expense. The major service categories for this purpose are:

Pre-Ordering
Ordering

Provisioning
Maintenance

Network Performance
Billing

Collocation

Interfaces

All JSC audits and each Mini-Audit shall be submitted to the CLEC involved and to the
Commission as a proprietary document subject to the applicable protection afforded by
the ICC’s Rules of Practice, 83 lll. Adm. Code 200.



lll. CARRIER ~ TO - CARRIER GUIDELINES
REVIEW PROCEDURES

As experience is acquired in the area of Performance Measures, there is a logical
expectation to learn which measurements set forth in the “Carrier to Carrier Guidelines”
may not have been properly defined or are more or less useful than others. Experience
will also determine if new measurements are needed or whether existing measurements
can be deleted or modified. Additionally some changes or modifications may be
identified in areas such as business rules, reporting processes, auditing, review
procedures or other associated activities involved with performance measures.

Accordingly, Verizon supports the concept of a recurring review to discuss the merits of
potential changes to the performance measures or the associated activities. These
reviews will occur annually at a minimum for a period of three years from the date of this
report.

If, prior to the agreed-upon review date, there is consensus that one or more measures
are not effective, the parties will schedule meetings to discuss modifying the measure(s)
or process (es). lf there is no consensus, any individual party seeking formal review by
the Commission shall give notice to the other parties of its intent to do so. The party will
also describe the action it intends to take and the reason(s) for its proposed actions.



IV. CHANGE CONTROL FOR
CARRIER - TO — CARRIER GUIDELINES

The Verizon Performance Measurement Reporting system, as defined in the Carrier to
Carrier Guidelines, will undergo changes in response to regulatory requirements, the
introduction of new products and services, and requirements for disaggregations that
reflect products, services and service delivery methods.

Each performance measure requires Verizon to program its systems to capture/collect
transaction data as transactions are being processed in its systems, both electronically
and manually. The data to be collected is determined by the definitions of the
performance measures - elapsed time, number of days, types of customers, request
types, service categories, etc., as defined in the performance measurement carrier-to-
carrier document.

Specific processes are utilized to report the results of operations using the performance
measure data, including business rules, exclusions, disaggregations, and reporting
intervals. These processes are programmed into the Verizon systems once the
definitions are finalized and detailed implementation plans are put in place.

The performance measurement reports themselves are provided to both CLECs and
state regulatory agencies via a performance measurement web site
http://128.11.40.241/perf meas ug/pmhomepage.htm, which allows for the download of
specific performance measure data. Several options are provided which allow users to
extract performance measurement data and associated information (business rules/
definitions/calculations) in the manner most fitting their need.

CLECs use the performance reports to evaluate Verizon's performance and can compare
the reported results to internal data. Regulators use the performance reports to monitor
compliance with agreed-upon standards and to enable remedies, where applicable, in
cases of failures on the part of Verizon. Consistency in the form, format and content of
the performance measurement system is key to the reliability of the data.

Modifications to the performance measurement business rules are developed through
performance measure collaboratives, facilitated by state commissions. Once the initial
set of measurements is agreed to, modifications will primarily be a product of periodic
reviews. Due to these factors, a method that guides the implementation of changes is
necessary. Such a method will ensure that changes are introduced in an open framework
that assures that new measures and changes to existing measures are implemented
timely, orderly, and accurately.



Verizon’s performance measurements change control process includes notification to the
industry planned modifications via an implementation schedule posted to the
performance measurement web site and via e-mail, pursuant to CLEC/reguiatory
subscription. These vehicles will ensure that CLECs and regulators receive the
appropriate information and notices, as well as Verizon's personnel, who are then

knowledgeable of changes and better able to support the necessary information
exchanges.



V.

DEFINITION OF TERMS

" TERM

_DEFINITION.

Cageless Collocation

Shall have meaning set forth in FCC 17§ * Report and
Order on Deployment of Wireline Services Offering
Advanced Telecommunications Capability or any future,
assoc. orders

Call Blocking

A condition on a teleccmmunications network where,
due to a maintenance problem or an over capacity
situation in a part of the network, some or all originating
or terminating calls cannot reach their final destinafions.
Depending on the condition and the part of the network
affected, the network may make subsequent attempts
to complete the call or the call may be completely
blocked. If the call is completely blocked, the calling
party will have to re-initiate the call attempt.

Code Opening

Process by which new NPA/NXXs (area code/prefix) are
defined, through software translations to network
databases and switches, in telephone networks. Code
openings aliow for new groups of telephone numbers
(usually in blocks of 10,000) to be made available for
assignment to an ILEC’s or CLEC’s customers, and for
calls to those numbers to be passed between carriers.

Common Channel Signaling System
7 (CC8S7)

A network architecture used to for the exchange of
signaling information between telecommunications
nades and networks on an out-of-band basis.
Information exchanged provides for call set-up and
supports services and features such as CLASS and
database query and response.

Common Transport

Trunk groups between tandem and end cffice switches
that are shared by more than one carrier, often including
the traffic of both the ILEC and several CLECs.

Completion

The time in the order process when the service has
been provisicned and service.

Completion Notice

A notice the ILEC provides to the CLEC to inform the
CLEC that the requested service order activity is
complete.

Coordinated Customer Conversion

Orders that have a due date negotiated between the
ILEC, the CLEC, and the customer so that work
activities can be performed on a coordinated basis
under the direction of the receiving carrier.

Customer Requested Due Date

A specific due date requested by the customer which is
either shorter or longer than the standard interval or the
interval offered by the ILEC.

Customer Trouble Reports

A report that the carrier providing the underlymg sefvice
opens when notified that a customer has a problem with
their service. Once resolved, the disposition of the
trouble is changed to closed.

Dedicated Transport A network facility reserved to the exclusive use of a
single customer, carrier or pair of carriers used to
exchange switched or special, local exchange, or
exchange access traffic.

Delayed Order An order which has been completed after the

scheduled due date and/or time




N TERM ’ Shee DEFINITION e

Due Date The date prov:ded on the FOC the ILEC sends the
CLEC identifying the planned completion date for the
order.

End Office Switch A switch from which an end users’ exchange services

are directly connected and offered, including stand-
alone remote switches.

Firm Order Confirmation (FOC)

Notice the ILEC sends to the CLEC to notify the CLEC
that it has received the CLECs service order, created a
setvice request, and assigned it a due date.

Flow-Through

The term used to describe whether a LSR electromcally
is passed from the OSS interface system to the ILEC
legacy system to automatically create a service order.
LSRs that do not flow through require manual
intervention for the service order to be created in the
ILEC legacy system.

Held Order

An order for which the ILEC has issued a FOC, but
whose due date has passed without it being completed.

Installation

The activity performed to activate a service.

Installation Troubles

A trouble, which is identified after service order activity
and installation, has completed on a customer's line. It
is likely attributable to the service activity (within a
defined time period).

Interconnection Trunks

A network facility that is used to interconnect two
switches generally of different local exchange carriers

Interface Outage

A planned or unplanned failure resulting the
unavailability or access degradation of a system.

Jeopardy A failure in the service provisioning process which
results potentially in the inability of a carrier to meet the
commitied due date on a service order.

Jeopardy Notice The actual notice that the ILEC sends to the CLEC

when a jeopardy condition has been identified.

Lack of Facilities

A shortage of cable facilities identified after a due date
has been committed to a customer, including the CLEC.
The facilities shortage may be identified during the
inventory assignment process, or during the service
installation process. If no facilities are availahle, the
ILEC will issue a jeopardy.

Local Exchange Routing Guide
(LERG)

A Bellcore master file that is used by the telecom
industry to identify NPA-NXX routing and homing
information, as well as network element and equipment
designations. The file also includes scheduled network
changes associated with activity within the North
American Numbering Plan (NANP).

Local Exchange Traffic

Traffic originated on the network of a LEC in a local
calling area that terminates to another LEC in a local
calling area.

Local Number Portability

A network technology which allows end user customers
to retain their telephone number when moving their
service between local service providers. This
technology does not employ remote call forwarding, but
actually allows the customer’s telephone number to be
moved and redefined in the network of the new service
provider. The activity to move the telephone number is
called “porting."

Local Service Confirmation

OBF term for a FOC

Mechanized Bill

A bill that is delivered via electronic transmission.

10




_TERM _

- DEFINITION

Meet Pomt Billing

A bllllng arrangement used when two or more LECs

jointly provide access to and from an interexchange
carrier (IEC) for inter LATA traffic. This arrangement
can be Single Bill, where one LEC bills the IEC on
behalf of both LECs and remits payment to the other
LEC or Multiple Bill, where each LEC bills their portion
directly to the IEC.

Missed Commitment Notification

A notice from ILEC to inform CLEC that the committed
due date on an order has been missed.

Non-Recurring Charge

A rate charged for a product or a service that is
assessed on a one-time basis.

NXX, NXX Code or Central Office
Code

The three digit switch entity indicator that is defined by
the “D”, “E”, and “F” digits of a 10-digit telephone
number within the NANP. Each NXX Code contains
10,000 station numbers.

Permanent Number Portability (also
known as Local or Leng Term
Number Portability)

A network technology which allows end user customers
to retain their telephone number when moving their
service between local service providers. This
technology does not employ remote call forwarding, but
actually allows the customer’s telephone number to be
moved and redefined in the network of the new service
provider. The activity to move the telephone number is
called “porting”.

Physical Collocation

Shall have the meaning set forth in 47 C.F.R. Section
51.5.

Plain Old Telephone Service (POTS)

Refers to basic 2-wire analog residential and business
services. Can include feature capabilities (e.g., CLASS
features).

Projects

Service requests that exceed the line size and/or level
of complexity which would allow for the use of standard
ordering and provisioning processes. Generally, due
dates for projects are negotiated, coordination of
service installations/changes is required and automated
provisioning may not be practical.

Provisioning Troubles

A trouble report that is opened for a customer’s existing
or new service for a trouble identified between the time
of the service order creation to the time of order
completion. Provisioning troubles that are associated
with a CLECs customers inciude troubles that occur and
are reported during the conversion of an ILEC customer
to a CLEC.

Query Types

Pre-ordering information that is available to a CLEGC that
is categorized according to standards issued by OBF,
the FCC and/or the state regulatory commission.

Recurring Charge

A rate charged for a product or service that is assessed
each successive billing period.

Reject

A status that can occur to a CLEC submitted local
service request (LSR)} when it does not meet certain
criteria. There are two types of rejects:, syntax, which
occur if required fields are not included in the LSR:, and
content, which occur if invalid data is provided in a field.
A rejected service request must be corrected and re-’
submitted before provisioning can begin.

11




. TERM_

DEFINITION

Repeat Report

Any trouble report that is a second (or greater) repon

on the same telephone number/circuit ID and at the
same premises

Address within 30 days. The original report can be any
category, including excluded reports, and can carry any
disposition code.

Service Group Type

The designation used to identify a category of similar
services, .e.g., UNE loops

Service Order

The work order created and distributed in ILECs
systems and to ILEC work groups in response to a
complete, valid service request.

Service Order Type

The designation used to identify the major types of
provisioning activities associated with a service request

Service Request

The transaction sent from the CLEC to the ILEC to
order services or to request a change(s) be made to
existing services.

Standard Interval

The interval that the ILEC quotes to its customers with
respect to how long it will take to provision a service
request. These intervals are standardized by specific
service type and type of service modification requested
ILECs publish these standard intervals in documents
used by their own service representatives as well as
ordering instructions provided to CLECs. POTS
services do not have standard intervals;, their
instaliation intervals are based on force available and
workload. They may change as frequentiy as twice a
day.

Subsequent Reports

A trouble report that is taken on a previously reported
trouble prior to the date and time the initial report has a
status of “cleared”.

Summarized Charges

Billing charges that are aggregated on the bill, rather
than individually itemized, e.g., local usage minutes on
resale or retail calls, which are listed on the bill as “xx”
minutes with no call detail.

Tandem Switch

Switch used to connect and switch trunk circuits
between and among Central Office switches.

Time to Restore

The time interval from the receipt, by the ILEC, of a
trouble report on a customer's service to the time
service is fully restored to the customer.

Trouble Cause Code

A code identifying the known or suspected cause of a
trouble condition.

Trouble Disposition

A code identifying the end result of diagnostic and/or
repair activities on a customer trouble report.

Usage Data

Data generated in network nodes to identify switched
call data on a detailed or summarized basis. Usage
data is used to create customer invoices for the calls.

Usage Records

The individual call records created in a switch to report
the date, time, duration, calling and called numbers
associated with a given call

Virtual Collocation

Shall have the meaning set forth in 47 C.F.R. Section
51.5.

12




VI. GLOSSARY OF ACRONYMS
T ACRONYM - DESCRIPTION
ADSL Asymmetrlc Digital Subscriber Line
ATIS Alliance For Telecommunications Industry Solutions
BDT Billing Data Tape
BOS Billing Output Specifications
CABS Carrier Access Billing System
CBSS Customer Billing Service System
CHC Coordinated “Hot” Cut
CLEC Competitive Local Exchange Carrier
CcO Central Office
CORBA Common Object Request Broker Architecture (Pre-
ordering standard)
CPE Customer Premises Equipment
CSR Customer Service Record
EDI Electronic Data Interchange
EMI Exchange Message Interface
FOC Firm Order Confirmation
GUI Graphical User Interface
HICAP High Capacity Digital Service
IEC Inter-exchange Carrier
ILEC Incumbent Local Exchange Carrier
LN,T,C,M Service Order Types - | (install), C{change)and M(move)
ISDN Integrated Services Digital Network
LATA Local Access Transport Area
LERG Local Exchange Routing Guide
LNP Local {or Long Term) Number Portability
LSC Local Service Confirmation
LSMS Local Service Management System
LSR Local Service Request
NOMC National Open Market Center
NPAC Number Portability Administration Center
NXX Telephone number prefix
088 QOperations Support System
POTS Plain Old Telephone Service
PRI Primary Rate Interface (type of ISDN service)
SCP Service Control Point
SDA Separate Data Affiliate
STP Signaling Transfer Point
TN Telephone Number
UNE Unbundled Netwark Element
XDSL {x) Digital Subscriber Line

13



Vil. JEOPARDY
MISSED APPOINTMENT CODES

Standard OBF Description

Jeopardy Code

1A Inter Office Facility Shortage

1B Scheduling/Work Load

1C Customer Not Ready

1D No Loop Available

1E End User Not Ready

1F Provider Missed Appointment

1G No Access to End User Premise

1H Central Office Freeze

1J Special Construction

1K Natural Disaster (Flood, etc.)

1L Frame Due Time Cannot Be Met

1M Requested Due Date Is Not Available

iN Due Date and Frame Due Time Cannot Be Met

1P Other

1Q Assignment Problem

1R Customer Could Not Be Reached at the Can Be
Reached Number (CBR)

1S Building Not Ready, Customer Will Advise

1T Pole At Site Not Set

1W Entrance Facilities Required

1X Not Technically Feasible

1Y No Central Office Equipment Available

1Z Other Local Exchange Company Not Ready

2A CLEC order request error

2B Work order pending

Verizon has adopted standard OBF jeopardy codes, listed above.
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DISPOSITION CODES

~oa | NETWORK FACILITIES
o COIN/COINLESS
06 OUTSIDE PLANT
o7 INTEROFFICE FACILITIES
09 SERVICE ORDER
10 RECORDS
11 | CARRIER (FIELD) OR CONCENTRATOR
12 CENTRAL OFFIGE
13 TEST OKAY
15 CAME CLEAR
16 CUSTOMER
17 EXCLUDE
18 REFERRED OUT
19 CPE

15




Illinois

Carrier-to-Carrier Guidelines
Verizon - lllinols

February 20, 2001



TABLE OF CONTENTS

EXECUTIVE SUMMARY

A. lllinois Carrier-to-Carrier Guidelines Development Process
B. Major Categories

RESERVATION OF RIGHTS

ILLINOIS CARRIER-TO-CARRIER GUIDELINES



.  EXECUTIVE SUMMARY

A. lllinois Carrier-to-Carrier Guidelines Development Process

On October 29, 1999 the lllinois Commerce Commission (“ICC”) issued an Order in
Docket No. 98 — 0866, approving the merger application of GTE and Bell Atlantic
(hereafter referred to as “Verizon” or “the Company”). Regarding Operating Support
Systems (“O8S"), Reporting, and Incentive Plans, the lllinois Commerce Commission
(ICC”) ordered that a collaborative process be used to tailor the Company’s proposal to
the needs of lllinois. Per the Ordering paragraph at page 43, the Collaborative,
consisting of representatives from the ICC, the Competitive Local Exchange Carriers
(“*CLECSs"), and the Company, must begin within 30 days of merger closure and conclude
within six months of commencement. The Collaborative was also charged with
recommending a dispute resolution methodology, including Commission enforcement
policies.

As required, the Collaborative began on July 20, 2000 and was completed on January
22, 2001. Collaborative participants agreed to use, as a starting point, the agreed-to,
modified Joint Partial Settlement Agreement as submitted to the California Public Utilities
Commission on July 12, 2000.

The lllinois Collaborative’s efforts are totally consistent with the requirements of the
Telecommunications Act of 1996 (“the Act”) and the FCC's implementing rules requiring
Verizon to provide CLECs with nondiscriminatory access to OSS. In the August 1996
Local Competition First Report and Order, the FCC commented, generally, that
Incumbent Local Exchange Carriers (“ILECs”) must provide CLECs with access to the
pre-ordering, ordering, provisioning, billing, repair, and maintenance OSS sub-functions
pursuant to the Act such that CLECs are able to perform such OSS sub-functions in
"substantially the same time and manner" as the ILECs can for themselves’.

This report containing Verizon's proposed Carrier-to-Carrier Guidelines addresses the
following:

the performance measurements

the formulas for the same

the levels of disaggregation

the analogs for the service group types (a level of disaggregation)
other analogs and the benchmarks

! See, Implementation of the Local Competition Provisions in the Telecommunications Act of

1996, CC Docket No. 96-98, First Report and Order, 11 FCC Rcd 15499, 15763-64 [1518]
(1996) (“Local Competition First Report and Order”), aff'd in part and vacated in part sub nom.
Competitive Telecommunications Ass'n v. FCC, 117 F.3d 1068 (8th Cir. 1997) and lowa Ultilities
Bd. v. FCC, 120 F.3d 753 (8th Cir. 1997), modified on reh'g, No. 96-3321 (Oct. 14, 1997)
(Rehearing Order), petition for ceri. granted, 118 S. Ct. 879 (1298).



Attached in a separate document entitied, “Carrier-to-Carrier Guidelines — Associated
Activities”, descriptions of the following procedures/activities can be found:

Reporting

Auditing

Review Procedures

Change Control for Carrier-to-Carrier Guidelines

¢ & 9 =

B. Major Categories

Measurements developed to help assess the provision of non-discriminatory access to
0SS and other services, elements or functions were combined into the following broad
categories:

e Pre-Ordering

Pre-ordering activities relate to the exchange of information between Verizon and the
CLEC regarding current or proposed customer products and services, or any other
information required to initiate ordeting of service. Pre-ordering encompasses the critical
information needed to submit a provisioning order from the CLEC to Verizon. The pre-
order measurement reports the timeliness with which pre-order inquiries are returned to
CLECs by Verizon. Pre-ordering query types include:

Address Verification/Dispatch Required
Request for Telephone Number

Request for Customer Service Record
Service Availability

Service Appointment Scheduling (due date)
Mechanized Loop Qualification

o C o0 0O

e Ordering

Ordering activities include the exchange of information between Verizon and the CLEC
regarding requests for service. Ordering includes: (1) the submitta! of the service request
from the CLEC, (2) rejection of any service request with errors and (3) confirmation that a
valid service request has been received and a due date for the request assigned.
Ordering Carrier-to-Carrier Guidelines report on the timeliness with which these various
activities are completed by Verizon. Also captured within this category is reporting on the
number of CLEC service requests that automatically generate a service order in
Verizon’s service order creation system.

¢ Provisioning

Provisioning is the set of activities required to install, change or disconnect a customer’s
service. It includes the functions to establish or condition physical facilities as well as the
completion of any required software translations to define the feature functionality of the
service. Provisioning also involves communication between the CLEC and Verizon on
the status of a service order, including any delay in meeting the commitment date and the

3



time at which actual completion of service installation has occurred. Measurements in this
category evaluate the quality of service installations, the efficiency of the installation
process and the timeliness of notifications to the CLEC that installation is completed or
has been delayed.

e Maintenance

Maintenance involves the repair and restoral of customer service. Maintenance functions
include the exchange of information between Verizon and CLEC related to service repair
requests, the processing of trouble ticket requests by Verizon, actual service restoral and
tracking of maintenance history. Maintenance measures track the timeliness with which
trouble requests are handled by Verizon and the effectiveness and quality of the service
restoral process.

e Network Performance

Network performance involves the level at which Verizon provides services and facilitates
call processing within its network. The ILEC also has the responsibility to complete
network upgrades efficiently. Network performance is evaluated on the quality of
interconnection and the timeliness of network upgrades (code openings) Verizon
completes on behalf of the CLEC.

e Billing

Billing involves the exchange of information necessary for CLECs to bill their customers,
to process the end user’s claims and adjustments, to verify Verizon’s bill for services
provided to the CLEC and to allow CLECs to bill for access. Billing measures have been
designed to gauge the quality, timeliness and overall effectiveness of Verizon billing
processes associated with CLEC customers.

e Collocation

Verizon is required o provide to CLECs available space as required by law to allow the
installation of CLEC equipment. Carrier-to-Carrier Guidelines in this category assess the
timeliness with which Verizon handles the CLEC’s request for collocation as well as how
timely the collocation arrangement is provided.

¢ Interfaces

Verizon provides the CLECs with choices for access to pre-ordering, ordering,
maintenance and repair systems. Availability of the interfaces is fundamental to the
CLEC being able to effectively do business with Verizon. Additionally, in many instances,
CLEC personnel must work with the service personnel of Verizon. Measurements in this
category assess the availability to the CLECs of systems and personnel at Verizon work
centers.



Note: This Executive Summary is intended fo provide a general background regarding parties’ negotiations
of the Carrier-to-Carrier Guidelines. The statements contained in the Executive Summary are not intended
fo be legally binding on the parties and shall not be used for such purposes.



. Reservation of Rights

Verizon’s agreement to measure performance consistent with the measures and
business rules contained herein does not constitute an admission by Verizon of the
propriety or reasonableness of establishing any performance measure.  Additionally,
Verizon does not admit an apparent less-than-parity condition reflects discriminatory
treatment without further factual analysis.

These performance measures are not intended to create, modify or otherwise affect
parties’ rights and obligations. The existence of any particular performance measure, or
the language describing that measure, is not evidence that the CLECs are entitled to any
particular manner of access, that these measures relate solely to access to OSS, or is
evidence that Verizon’s obligations are limited to providing any particular manner of
access. The parties’ rights and obligations to such access are defined elsewhere,
including the relevant laws, FCC and lllinois regulatory decisions/regulations, tariffs, and
interconnection agreements.



lll. Illinois Carrier-to-Carrier Guidelines

Number PRE-ORDERING Numper
[ 1 [ Average Response Time (to Pre-Order Queries) | 9 |
ORDERING
2 | Average FOC/LSC Notice Interval 11
3 | Average Reject Notice Interval 13
4 | Percent of Flow Through Orders 15
PROVISIONING
5 | Percentage of Orders Jeopardized 16
6 | Average Jeopardy Notice Interval 18
7 | Average Completed interval 20
8 | Percent Completed within Standard Interval 22
9 | Coordinated Customer Conversion 23
10 | LNP Network Provisioning 25
11 | Percent of Due Dates Missed 26
12 | Percent Due Dates Missed Due to Lack of Facilities 28
13 | Delay Order Intervail to Completion Date 30
14 | Held Order Interval 32
15 | Provisioning Trouble Reports 34
15A | Average Time to Restore Provisioning Troubles 35
16 | Percent Troubles in 30 days for New Orders (Specials) 36
17 | Percentage Trouble in 7 Days for Non-Special Orders 38
18 | Completion Notice Interval 40
MAINTENANCE
19 | Customer Trouble Report Rate 41
20 | Percent of Customer Trouble not Resolved within Estimated Time 43
21 | Average Time to Restore 45
22 | POTS Qut of Service less than 24 Hours 47
23 | Frequency of Repeat Troubles in 30 day period 48
NETWORK PERFORMANCE
24 | Percent Blocking on Common Trunks 50
25 | Percent Final Trunk Group Blockage 51
26 | NXX Loaded by LERG Effective Date 52
27 | Intentionally omitted -
BILLING
28 | Usage Timeliness 53
29 | Accuracy of Usage Feed 54
30 | Wholesale Bill Timeliness 57
31 | Usage Completeness 58
32 | Recurring Charge Completeness 59
33 | Non-Recurring Charge Completeness 60




Measure

Page

Number Number
34 | Bill Accuracy 61
35 | Intentionally omitted -
36 | Accuracy of Mechanized Bill Feed 62
37 | Intentionally omitted -
38 | Intentionally omitted -
39 | Intentionally omitted -

COLLOCATION
40 | Time to Respond io a Collocation Request 64
41 | Time to Provide a Collocation Arrangement 65
INTERFACES
42 | Percent of Time Interface is Available 67
43 | Intentionally omitted -
44 | Center Responsiveness 68




Illinois Carrier-to-Carrier Guidelines
Pre-Ordering Measure 1

Title: Average Response Time (to Prejrder Quenes

is measure cap ures the response mterval for each pre orderlng query
It is determined by computing the elapsed time from Verizon’s receipt of
the query from the CLEC, whether or not syntactically correct, to the time
Verizon retums the requested data to the CLEC.
» Address Verification/Dispatch Required
Request for Telephone Number
Request for Customer Service Record
Service Availability
Service Appointment Scheduling (due date)
: Loop qualification (Mechanized)
Method of Mechanized:
Calculation:

Pre - Order Query Transaction Time
Sum ({Query Response Date and Time) — (Query Submission Date and

Time)) / (Number of Queries Returned in Reporting Period)

Legacy System Transaction Time

Sum ({(Query Response Date and Time from Legacy System) — (Query
Submission Date and Time to Legacy System)) / (Number of Queries
Returned to Legacy System in Reporting Period)

Loop Qualification Transaction Time
Sum ((Query Response Date and Time) - (Query Submission Date and
Time)) / (Number of Queries Returned in Reporting Period)

Manual CSRs

(# of CSR’s Returned within “X” Business Hours) / (# of CSRs Returned) x
100

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and Verizon Affiliates

Reported By: By query type and by interface type, including fax

Geographic Statewide '

Level;




Measurable
Standard:

Mechanized:

Standard:

Address Verification / Dispatch Legacy Time + 5 seconds
Required

TN Selection Legacy Time + 5 seconds
CSR 95% within 4 hrs. (WISE)
Service Availability Legacy Time + 5 seconds
Due Date Leéacy Time + 5 seconds
Manual CSRs:

Benchmark:

e Standard - 95% in 24 hours

Mechanized Loop Qualification:
s Standard - Benchmark - TBD

Business Rules:

» Pre-order query transaction time intervals are measured as total
transaction time.

¢ Fully electronic pre-order query response times will be measured for the
WISE and EDI/CORBA systems.

» Manual CSRs measured in clock hours; excludes non-business days.
Elapsed time for fully electronic sub-measures tracked during published
system hours.

» Legacy System Transaction Time for rejected/failed inquiries is not
reported.

¢ Pre-Order Query Transaction Time will be reported and tracked
diagnostically for rejected/failed inquiries.

e Excludes queries not completed within the reporting period.

Notes:

+ The numerator and denominator of the sub-measures in this measure
capture all queries completed in the reporting period.
» Manual engineering query for loop qualification is not supported.
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lllinois Carrier-to-Carrier Guidelines
Pre-Ordering Measure 2

Description:

returning a Firm Order Confirmation (FOC) / Local Service Confirmation
(LSC).

Method of Mechanized:

Calculation: Sum ((Date and Time of FOC/LSC) - (Business Date and Time of Receipt
of Valid Service Request)) / (Number of FOCs/LSCs Sent in Reporting
Period)

Manual:

Sum ({Fax Date and Time Returned) - (Business Date and Time receipt of
valid fax service request)) / (Number of Faxes Submitted in Reporting
period) .

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, and Verizon Affiliates.
Structure:
Reported By:

Resale POTS (Residence)
Resale POTS (Business)
Resale Specials

UNE Loop Non-designed
UNE Loop Designed

UNE 2 wire xDSL

UNE Port Non-Designed
UNE Transport

UNE Platform
Interconnection Trunks
Geographic Statewide

Level:

11



Measurable
Standard:

Benchmark: 95% on time
Fully Eiectronic/Flow Through:
¢ Standard — average of 2 hours

Resale POTS/UNE (non-designed) < 10 lines
» Standard — average of 24 hours

Resale POTS/UNE (non-designed) >= 10 lines
s Standard — average of 72 hours

Resale Special / UNE designed Services < 10 lines
¢ Standard — average of 48 hours

Resale Special / UNE designed Services >= 10 lines
e Standard — average of 72 hours

Interconnection Trunks / UNE Transport
o Standard — Average of 10 business days

Business Rules:

* The start time of requests received after the end of the business day
will be the beginning of the next business day. Business day is defined
as published hours of operation for the Verizon ordering center.

» Business day = Monday through Friday, excluding weekends and
Verizon published holidays

« Elapsed time for fully electronic sub-measures tracked during system
hours

¢ Excludes non-business days
Excludes delays caused for customer reasons

» Excludes non stand-alone records for Directory Assistance/Directory
Listing

e Projects are excluded:

o For Resale/UNE service group types projects are defined as
CLEC negotiated.

o For Interconnection Trunks, projects are defined as over 192
trunks.

s Verizon affiliate data will be excluded from all CLEC aggregate
performance {in all measures)

Notes:

12




Ordering

lllinois Carrier-to-Carrier Guidelines
Measure 3

Title: Average Reject Notice Interval

Description:

Requirement Description

Reject interval is the elapsed time between the I’E(;élpt of an order from the
CLEC to the return of a notice of a rejection to the CLEC.

Method of
Calculation:

Mechanized:

Sum {(Business Date and Time of Verizon’s Transmission of Order
Rejection) - (Business Date and Time of Order Receipt)) / (Number of
Mechanized Orders Rejected in the Reporting Period)

Manual:
Sum ((Fax Date and Time Returned) - (Business Date and Time Receipt of
fax service request)) / (Number of Faxes Rejected in Reporting Period)

Report Period:

Monthly

Report
Structure:

Individual CLEC, CLECs in the aggregate, and Verizon Affiliates

Reported By:

Resale POTS (Residence)
Resale POTS (Business)
Resale Specials

UNE Loop Non-designed
UNE Loop Designed

UNE 2 wire xDSL

UNE Port Non-Designed
UNE Transport

UNE Platform
Interconnection Trunks

® o @ ¢ & o & 0 O 0

Geographic
Level:

Statewide
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P Measurable
Standard:

Benchmark: 95% on time
Fully Electronic/Flow Through:
¢ Standard — average of 2 hours

Resale POTS/UNE (non-designed) < 10 lines
¢ Standard — average of 24 hours

Resale POTS/UNE (non-designed) >= 10 lines
» Standard — average of 72 hours

Resale Special / UNE designed Services < 10 lines

+ Standard — average of 48 hours

Resale Special / UNE designed Services >= 10 lines
« Standard — average of 72 hours

Interconnection Trunks / UNE Transport
e Standard — Average of 10 business days

Business Rules:

¢ The start time of requests received after the end of the business day
will be the beginning of the next business day. Business day is defined
as published hours of operation for the Verizon ordering center.
¢ Business day = Monday through Friday, excluding weekends and
Verizon published holidays
¢ Elapsed time for fully electronic sub-measures tracked during system
hours
Excludes non-business days
+ Excludes delays caused for customer reasons
Excludes non stand-alone records for Directory Assistance/Directory
Listing
e Projects are excluded:
o For Resale/UNE service group types projects are defined as
CLEC negotiated.
o For interconnection Trunks, projects are defined as over 192
trunks.
e Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures)

Notes:
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Ordering

Title:

Percentage of FIow-Throu h Ordersm

Illinois Carrier-to-Carrier Guidelines
Measure 4

Measures the percentage of electronlcally recelved orders processed ona

Description:
flow through basis.
Method of [(Number of valid electronically received orders that flow-through without
Calculation: manual intervention) / {Total valid electronically received orders)] x 100
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, and Verizon Affiliates
Structure:
Reported By: Orders that flow through as a percentage of:
e All electronically received orders programmed to flow through, by
service group type and/or service order type.
» All electronically received orders, by service group type and/or
service order type.
Geographic Statewide
Level:
Measurable Diagnostic only
Standard:

Issue of how to evaluate performance will be reconsidered at next Carrier-
to-Carrier Guidelines Plan review.

Business Rules:

e Excludes orders rejected due to CLEC caused syntax errors, but does
not exclude CLEC caused content errors _

e Excludes non stand-alone records for Directory Assistance/Directory
Listing

¢ Verizon affiliate data will be excluded from all CLEC aggregate
performance {in all measures)

Notes:
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Provisioning

Title:

rea
Description:

Percentage of Orders J
iR

lllinois Carrier-to-Carrier Guidelines

Measure 5

Percentage of total orders process
that the work will hot be completed as committed on the original FOC.
Method of ((Number of Orders Jeopardized) / (Number of Orders Confirmed)) x 100
Calculation:
Repotrt Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and Verizon Affiliates
Reported By: o By service group type
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard: :
+ Resale POTS- Residence ¢ Retail POTS - Residence
+ Resale POTS-Business ¢ Retail POTS - Business
* Resale Specials ¢ Retail Specials
+ UNE Loop Non-designed » B1 Dispatched Non Designed
¢ UNE Loop Designed e Dispatched Designed Service
(excludes HICAPs)
o UNE 2 wire xDSL o (TBD until SDA is established)
s UNE Loop IDSL capable o (TBD until SDA is established)
¢ UNE Port Non-Designed e CentraNet - Simple
¢ UNE Transport ¢ HICAP Designed
e UNE Platform
e UNE-P Res ¢ Retail POTS
e UNE-P Bus ¢ Business POTS
e UNE-P PRI * ISDN PRI
Interconnection Trunks o Verizon Dedicated Trunks
e Line Sharing - Conditioned s (TBD until SDA is established)
Line Sharing - Non o (TBD until SDA is established)

Conditioned
e LNP ¢ Retail POTS- Total Business And
Residence, Non-Dispatched
EEL s (Diagnostic)
UNE Subloop s (Diagnostic)
Dark Fiber o (Diagnostic)

Business Rules:

Excludes delays for customer reasons

Excludes missed commitments

Raw data will include jeopardy codes.

Results for EEL will be tracked diagnostically.

Results for UNE Subloop will be tracked diagnostically.
Results for Dark Fiber will be tracked diagnostically.
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Provisioning

Title: _

Avera

lllinois Carrier-to-Carrier Guidelines
Measure 6

e Jeopardy Notice Interval
o g kﬁ}#ﬂmﬁﬁ\a

equirement Descriptio,

Description: Measures the remaining time between the pre-existing committed order
completion date and time (communicated via the FOC) and the date and
time Verizon issues a notice to the CLEC indicating an order is in jeopardy
of missing the due date (or the due date/time has been missed).

Method of Assignment:

Calculation: Jeopardies identified during the initial assignment process
Sum ((Date of Committed Due Date for the Order) - (Date of Jeopardy
Notice)) / (Number of Assignment Jeopardy Notices)

Installation:

Jeopardies identified during the installation process prior to due time
Sum ((Date & Time of Committed Due Date for the Order) - (Date & Time
of Jeopardy Notice)) / (Number of Installation Jeopardy Notices)
Notification of Missed Commitments

Sum (Due Date and Time of Missed Commit Notice - Due Date and Time
of Order) / (Number of Missed Commit Notices)

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, and Verizon Affiliates

Structure:

Reported By: » By service group type.

Geographic Statewide

Level:
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Measurable
Standard:

Service Group Types

Resale POTS- Residence
Resale POTS-Business
Resale Specials

UNE Loop Non-designed
UNE Loop Designed

UNE 2 wire xDSL

UNE loop IDSL capable
UNE Port Non-Designed
UNE Transport

UNE Platform

¢ UNE-P Res

e UNE-P Bus

« UNE-P PRI
Interconnection Trunks
Line Sharing - Conditioned
Line Sharing - Non -Conditioned
LNP

EEL (Diagnostic)

UNE Subloop (Diagnostic)
Dark Fiber (Diagnostic)

Business Rules:

® & & |® & & & & * @

Excludes delays for customer reasons.

Raw data will include jeopardy codes.

Track assignment jeopardies by due date only for business days, with
installation jeopardies and notifications of missed commitments tracked
by business days/hours.

Results for EEL will be tracked diagnostically.

Results for UNE Subloop will be tracked diagnostically.

Results for Dark Fiber will be tracked diagnostically.

Notes:

If Verizon’s policy regarding jeopardy notices to their Retail customers
changes, this measure should be evaluated for analog.

Jeopardies issued on the due date are considered either installation or
notifications of missed commitments.
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lllinois Carrier-to-Carrier Guidelines

Provisioning Measure 7

G

ik R tro i
Average business days fro error-free service request to
completion date in service order system for new, move, and change

orders.
Method of Total business days from receipt of valid, error-free service request to
Calculation: completion date in service order system for new, move and change orders

/ Total new, move and change orders
Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and Verizon Affiliates
Reported By: By service group type and field work/no field work where applicable.
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
¢ Resale POTS- Residence e Retail POTS - Residence
¢ Resale POTS-Business e Retail POTS - Business
* Resale Specials ¢ Retail Specials
¢ UNE Loop Non-designed ¢ B1 Dispatched Non Designed
¢ UNE Loop Designed e Dispatched Designed Service

(excludes HICAPSs)
UNE 2 wire xDSL.

* o (TBD until SDA is established)
*» UNE loop IDSL capable o (TBD until SDA is established)
¢ UNE Port Non-Designed o CentraNet - Simple
¢ UNE Transport e HICAP Designed
¢ UNE Platform

¢ UNE-P Res ¢ Residential POTS

e UNE-P Bus ¢ Business POTS

o UNE-P PRI o [SDN PRI

¢ Interconnection Trunks ¢ Verizon Dedicated Trunks

e Line Sharing — Conditioned e (TBD until SDA is established)

¢ Line Sharing - Non — e (TBD until SDA is established)
Conditioned ¢ Retail POTS- Total Business And

e LNP Residence, Non-Dispatched

o EEL o (Diagnostic)

e UNE Subloop o (Diagnostic)

o Dark Fiber o (Diagnostic)
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Business Rules:

quirement Descrip
Excludes Out/Disconnect orders except for service group type LNP.

Excludes customer due dates beyond interval offered, and orders
delayed for customer reasons.

Projects are not excluded.

Results for EEL will be tracked diagnostically.

Resuits for UNE Subloop will be tracked diagnostically.
Results for Dark Fiber will be tracked diagnostically.

Notes:
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Provisioning

escription:

Title: Percent Com

Illinois Carrier-to-Carrier Guidelines
Measure 8

leted Within Standard Interval

easures of orders completed within the standard interval of receip
valid, error-free service request.

Method of Sum (Total New, Move and Change Orders Completed Within the

Calculation: Standard interval of Receipt of Valid, Error-free Service Request) / (Total
New, Move and Change Orders) x100

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),

Structure: and Verizon Affiliates

Reported By: By service group type excluding services with flexible due dates.

Geographic Statewide

Level:

Measurable Resale Specials Retail Specials

Standard:

Business Rules:

¢ Excludes customer requested due dates greater than the standard
interval, and orders delayed for customer reasons.

¢ Excludes services with flexible due date; i.e., Basic Exchange
services/POTS

¢ Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:
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Provisioning

Illinois Carrier-to-Carrier Guidelines

Measure 9

LOSCTIP

orders completed by committed
time* for all orders where CLEC has requested coordination (including
LNP)
*Note: "Committed time” means the actual conversion completion time is
no greater than the committed completion interval plus one hour.

Method of (Number of coordinated orders completed by committed due date and
Calculation: time} / (Count of coordinated orders completed in reporting period) x 100
Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: by Verizon Affiliates

Reported By: ¢ Coordinated Conversions and Coordinated Hot Cuts

Geographic Statewide

Level:

Measurable Benchmark: 90% On Time

Standard:

Coordinated Conversion (CC)
Designed and Non-designed

Line SizeCommitted Completion Interval

From 1 to 49 lines: 1 Work Hour
50 to 99 lines: 2 Work Hours
100 to 199 lines: 3 Work Hours
200 plus lines: 4 Work Hours

Coordinated Hot Cut (CHC)
Designed and Non-designed

Line Size Committed Completion Interval
From 1 to 20 lines: 1 Work Hour
21 to 30 lines: 12 Work Hours
31 to 40 lines: 2 Work Hours
41 to 50 lines: 22 Work Hours
51 to 60 lines: 3 Work Hours
61 to 70 lines: 3% Work Hours
71 to 80 lines: 4 Work Hours
81 to 90 lines: 4v> Work Hours

91 to100 lines: 5 Work Hours

Add an additional %2 Hour for each additional 10 lines or increment thereof.

23




Business Rules:

o[} 11
Excludes CLEC caused misses
Excludes ‘records only’ orders
Applies to CLEC requested coordinated orders only (including Number
Portability orders where coordination is requested by the CLEC).
Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures)

Notes:
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Provisioning

Title:

Illinois Carrier-to-Carrier Guidelines
Measure 10

LNP Network Provisionin

Measures LNP network pfowsuoning failures asa percentage of the total

Description:
number of NPAC broadcasts of telephone number subscription versions to
port.

Method of (Total number of LNP network provisioning failures / Total number of

Calculation: NPAC porting broadcasts) x 100

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),

Structure: and Verizon Affiliates

Reported By: Total Network Broadcasts

Geographic Statewide

Level:

Measurable Benchmark

Standard: e Standard - no more than 2% failure

Business Rules:

Provisioning failure data will be collected as follows:

o Will be tracked for individual hetwork database failures - failures to
provision between Verizon LSMS and LNP network databases (STP or
SCP)

o Exciudes total failures from the NPAC to all LSMS systems.

Notes:
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Provisioning

Title:

Description:

Hllinois Carrier-to-Carrier Guidelines

was not completed by the due date.

Measure 11

Method of [(Total Number of Missed Due Dates Due to Verizon’s Reasons for New,
Calculation: Move and Change Orders) /(Total Number of New, Move and Change
Orders)] x 100
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon {if analog applies),
Structure: and by Verizon Affiliates
Reported By: By service group type and Field Work/No Field Work as appropriate
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
o Resale POTS- Residence | e Retail POTS - Residence
¢ Resale POTS-Business » Retail POTS - Business
* Resale Specials * Retail Specials
o UNE Loop Non-designed | e B1 Dispatched Non Designed
¢ UNE Loop Designed » Dispatched Designed Service {excludes
HICAPSs)
e UNE 2 wire xDSL e (TBD until SDA is established)
e UNE loop IDSL capable e (TBD until SDA is established)
e UNE Port Non-Designed o CentraNet - Simple
e UNE Transport e HICAP Designed
¢ UNE Platform
e UNE-PRes e Residential POTS
e UNE-PBus ¢ Business POTS
¢ UNE-P PRI e |SDN PRI
» Interconnection Trunks e Verizon Dedicated Trunks
e Line Sharing - Conditioned | ¢ (TBD until SDA is established)
¢ Line Sharing - Non- e (TBD until SDA is established)
Conditioned ¢ Retail POTS- Total Business And
e LNP Residence, Non-Dispatched
e EEL e (Diagnostic)
o UNE Subloop o (Diagnostic)
o Dark Fiber e (Diagnostic)
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Business Rules:

Due date is defined as either original due date or final due date if the
original due date was missed due to customer reasons.

The Completed Date is defined as the Billing Effective Date.
Excludes customer misses.

Excludes Out/Disconnect orders except for service group type LNP.
Excludes ‘records only’ orders

Excludes Verizon company official orders

Results for EEL will be tracked diagnostically.

Results for UNE Subloop will be tracked diagnostically.

Results for Dark Fiber will be tracked diagnostically.

Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:

Verizon will provide disaggregation by Missed Appointment reason
codes as diagnostic data upon raw data request.
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Provisioning

Description:

lllinois Carrier-to-Carrier Guidelines

Due to La_ck!of AEacllltles

Measure 12

Measures the percent of new‘ 'rinove and)changek orders missed due to tack

of facilities.

Note: Results also included in Measure “Percent Missed Due Dates”
Method of (Total New, Move and Change Orders Missed Due Dates Due to Lack of
Calculation: Facilities) / (Total Number of New, Move and Change Orders) x 100
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon {if analog applies},
Structure: and by Verizon Affiliates
Reported By: By service group type and Field Work/No Field Work as appropriate
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard: :

¢ Resale POTS- Residence e Retail POTS - Residence

e Resale POTS-Business ¢ Retail POTS - Business

o Resale Specials ¢ Retail Specials

e UNE Loop Non-designed e B1 Dispatched Non Designed

s UNE Loop Designed o Dispatched Designed Service

UNE 2 wire xDSL

UNE loop IDSL capable
Line Sharing - Conditioned
Line Sharing - Non-
Conditioned

UNE Port Non-Designed

e UNE Transport

s UNE Platform

(excludes HICAPs)

(TBD until SDA is established)
(TBD until SDA is established)
(TBD until SDA is established)
(TBD until SDA is established)

CentraNet - Simple
HICAP Designed

e UNE-P Res o Residential POTS

e UNE-P Bus e Business POTS

e UNE-PPRI e ISDN PRI
¢ Interconnection Trunks e Verizon Dedicated Trunks
e EEL s (Diagnostic)
o UNE Subloop e (Diagnostic)

Business Rules:

e Due date is defined as either original due date or final due date if the
original due date was missed due to customer reasons.
« For UNE loop services, feature-only orders are excluded from retail

analog.

¢ Results for EEL will be tracked diagnostically.
Results for UNE Subloop will be tracked diagnostically.

Notles:

28




Provisioning

lllinois Carrier-to-Carrier Guidelines
Measure 13

Description:
company missed orders due to lack of Verizon’s facilities.
Method of Sum (Completion Date - Committed Order Due Date (for orders missed
Calculation: due to lack of Verizon’s facilities)) / (Number of Orders Missed due to Lack
of Verizon’s Facilities in the Reporting Period)
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and by Verizon Affiliates
Reported By: * By service group type
o Disaggregated by 1-30 days, 31-90 days and >90 days
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
¢ Resale POTS- Residence ¢ Retail POTS - Residence
¢ Resale POTS-Business s Retail POTS - Business
s Resale Specials » Retail Specials
¢ UNE Loop Non-designed ¢ B1 Dispatched Non Designed
* UNE Loop Designed + Dispatched Designed Service
(excludes HICAPSs)
e UNE 2 wire xDSL o (TBD until SDA is established
* UNE loop IDSL capable o (TBD until SDA is established)
¢ Line Sharing - Conditioned o (TBD until SDA is established
¢ Line Sharing - Non- o (TBD until SDA is established)
Conditioned
¢ UNE Port Non-Designed o CentraNet - Simple
e UNE Transport ¢ HICAP Designed
¢ UNE Platform
o UNE-PRes e Residential POTS
e UNE-PBus * Business POTS
e UNE-PPRI e ISDN PRI
¢ Interconnection Trunks o Verizon Dedicated Trunks
o EEL e (Diagnostic)
o UNE Subloop s (Diagnostic)
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Business Rules:

= 2gL. es

Due date is defined as either original due date or final due date if the
original due date was missed due to customer reasons.

The Completed Date is defined as the Billing Effective Date.

Lack of facilities is defined to be those orders with DR sulffixes.

For UNE loop services, feature-only orders are excluded from retail
analog.

Excludes Out/Disconnect orders.

Excludes ‘records only’ orders

Excludes Verizon company official orders

Results for EEL will be tracked diagnosticalily.

Results for UNE Subloop will be tracked diagnostically.

Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:

Results also included in Measure “Percent of Due Dates Missed”
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Provisioning

Title: Held Order Interval

ea
Description:

quirement Desctiption

lllinois Carrier-to-Carrier Guidelines

Measure 14

Measures the time period that service orders are not completed by the
original due dates for all Verizon's reasons (including lack of facilities).

Method of Sum (Reporting Period Close Date - Committed Order Due Date) /
Calculation: (Number of Orders Pending and Past the Committed Due Date)
Note: For all orders pending and past the committed due date.
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: by Verizon Affiliates
Reported By: By service group type
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
» Resale POTS- Residence ¢ Retail POTS - Residence
s Resale POTS-Business e Retail POTS - Business
+ Resale Specials + Retail Specials
¢ UNE Loop Non-designed ¢ B1 Dispatched Non Designed
e UNE Loop Designed e Dispatched Designed Service

(excludes HICAPSs)

o UNE 2 wire xDSL e (TBD untit SDA is established)
¢ UNE loop IDSL capable o (TBD until SDA is established)
¢ UNE Port Non-Designed ¢ CentraNet - Simple
o UNE Transport e HICAP Designed
» UNE Platform
e UNE-P Res e Residentiail POTS
o UNE-PBus e Business POTS
« UNE-P PRI « ISDN PRI
* Interconnection Trunks ¢ Verizon Dedicated Trunks
e Line Sharing - Conditioned s (TBD until SDA is established)
e Line Sharing - Non- e (TBD until SDA is established)
Conditioned o Retail POTS- Total Business And
o LNP Residence, Non-Dispatched
« EEL » (Diagnostic}
o UNE Subloop o (Diagnostic)
o Dark Fiber » (Diagnostic)
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Business Rules:

Excludes customer caused

equirement
misses.
For UNE loop services, feature-only orders are excluded from retail
analog.

Results for EEL will be tracked diagnostically.

Results for UNE Subloop will be tracked diagnostically.

Results for Dark Fiber will be tracked diagnostically.

Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:

Verizon will provide disaggregation by Missed Appointment reason
codes as diagnostic data upon raw data request.
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Provisioning

Title: Provisioning

eq
Description:

Hllinois Carrier-to-Carrier Guidelines
Measure 15

Trouble Reports (Prior to Service Order Completion
Req scriptio
Measures the percent of troubles that are reported (via customer or

indirectly by CLEC) that occur during the provisioning process.

Method of [(Number of trouble reports that occur from the time of service order
Calculation: creation, up to and including the date of service order completion)/ (Total
Number of service orders in reporting period)] x 100

Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: by Verizon Affiliates
Reported By: e By Resale, High Bandwidth line sharing UNE, UNE Loop, and LNP
o By Affecting Service and Out of Service
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
e Resale POTS (Residence) » Retail POTS (Residence)
¢ Resale POTS (Business) » Retail POTS (Business)
o Resale Specials s Retail Specials
e UNE Loop Non-designed e B1 Dispatched Non Designed
e UNE Loop Designed o Dispatched Designed Service
(excludes HICAPs)
UNE 2 wire xDSL e (TBD until SDA is established)
UNE Loop IDSL Capable o (TBD until SDA is established)
LNP o 4% orless.

Business Rules:

Excludes CPE and IEC/CLEC caused troubles

Excludes Subsequent reports

Excludes Message Reports (circuit reports for which Verizon has no
records)

Excludes Verizon employee generated reports

Excludes new service installations

Notes:

o Verizon will provide disaggregation by Maintenance Disposition codes
as diagnostic data upon raw data request.
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Provisioning

Title: Avera e Time to Restore Provisioning Troubles (Prior to Service Order Completion

lllinois Carrier-to-Carrier Guidelines
Measure 15A

Description: Measures the average duration of the troubles from the receipt of the
customer trouble reported (via customer or indirectly by CLEC) to the time
the trouble is cleared.

Method of (Total duration of provisioning trouble measured from the time the trouble

Calculation: was initiated or calied in to Verizon until cleared.)/ (Total Number of
Provisioning Trouble Reports)

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),

Structure: by Verizon Affiliates

Reported By: ¢ By Resale, UNE Loop, UNE Port Non-Designed and LNP
o By Affecting Service and Qut of Service

Geographic Statewide

Level:

Measurable Service Group Types: Retail

Standard:

* Resale POTS- Residence ¢ Retail POTS- Residence

» Resale POTS-Business ¢ Retail POTS- Business

¢ Resale Specials » Retail Specials

¢ UNE Loop Non-designed s B1 Dispatched Non Designed

¢ UNE Loop Designed ¢ Dispatched Designed Service
(excludes HICAPSs)

e UNE 2 wire xDSL e (TBD until SDA is implemented)

e UNE loop IDSL capable e (TBD until SDA is implemented)

e LNP s 4% or Less

Business Rules: | e Excludes CPE and IEC/CLEC caused troubles
e Excludes Subsequent reports
e Excludes Message Reports (circuit reperts for which Verizon has no

records
Excludes Verizon employee generated reports

Notes:

» Verizon will provide disaggregation by Maintenance Disposition codes
as diagnostic data upon raw data request.
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Illinois Carrier-to-Carrier Guidelines

”

Provisioning Measure 16

Title: Percenta ge Troubles in 30 Days for S ep;al Serwces Orders

Description: Measures the percent of network customer trouble reports recelved within
30 calendar days of service order completion

Method of (Total Number of Special Service Orders that receive a Network Customer

Calculation: Trouble Report within 30 calendar days of service order completion / Total

new, move and change completed Special Service Orders) x 100
Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and by Verizon Affiliates
Reported By: By service group type
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
» Resale Specials * Retail Specials
» UNE Loop Designed e Dispatch Designed Service (excludes
HICAPs)
e UNE 2 wire xDSL e (TBD untit SDA is established)
¢ UNE loop IDSL capable e (TBD until SDA is established)
o UNE Transport e HICAP Designed
¢ UNE - Platform PRI « ISDN PRI
» Line Sharing - Conditioned |e (TBD until SDA is established)
e Line Sharing - Non - o (TBD until SDA is established)
Conditioned
e Interconnection Trunks e Verizon Dedicated Trunks
o EEL o (Diagnostic)
Business Rules: | e« Excludes CPE and IEC/CLEC caused troubles
e Excludes troubles associated with coin
« Excludes invalid, non-service affecting troubles
¢ Excludes troubles associated with enhanced products and services
e Excludes Trouble Reports Received on the Due Date (which instead
are reported in the “Provisioning Troubles” measure)
e Excludes Subsequent reports
e Excludes Verizon employee generated reports
e Excludes Verizon company official order
¢ Excludes troubles associated with inside wire
» Excludes Message Reports (circuit reports for which Verizon has no

records)
Results for EEL will be tracked diagnostically.

e Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).
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Notes:

Reqt

as diagnostic data upon raw data request.

. ec ripti
e Verizon will provide disaggregation by Main

tenance Disposition codes
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Provisioning

Illinois Carrier-to-Carrier Guidelines
Measure 17

Description:

Title: Percentage Troubles in 7 Days for Non-S

Measures the percent of network customer trouble reports received within

ecial Orders
me

7 calendar days of service order completion.
Method of (Total Number of non-special Service Orders that receive a Network
Calculation: Customer Trouble Report within 7 calendar days of service order
completion / Total new, move and change completed Non-Special Service
orders) x 100
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and by Verizon Affiliates
Reported By: By service group type (including LNP) and Field Work/No Field Work as
appropriate
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
e Resale POTS- Residence |e Retail POTS - Residence
» Resale POTS-Business s Retail POTS - Business
¢ UNE Loop Non-designed e B1 Dispatched Non Designed
e UNE Port Non-Designed o CentraNet — Simple
* UNE Piatform
e UNE-P Res ¢ Residential POTS
¢ UNE -P Bus ¢ Business POTS
s LNP ¢ Retail POTS- Total Business &
Residence, Non-Dispatched
UNE Subloop e (Diagnostic)

Business Rules:

Excludes CPE and IEC/CLEC caused troubles

Excludes troubles associated with coin

Excludes invalid, non-service affecting troubles

Excludes troubles associated with enhanced products and services
Excludes Trouble Reports Received on the Due Date (which instead
are reported in the “Provisioning Troubles” measure)

Excludes Subsequent reports

Excludes Verizon employee generated reports

Excludes Verizon company official order

Excludes troubles associated with inside wire

Excludes Out/Disconnect orders except for service group type LNP.
Results for UNE Sublcop will be tracked diagnostically.

Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:

» Verizon will provide disaggregation by Maintenance Disposition codes
as diagnostic data upon raw data request.

37




Provisioning

lllinois Carrier-to-Carrier Guidelines
Measure 18
R Ry e

Requirement Descriplio

T

Description: Measures the percent of completion notices returned within the time
specified in the measurable standard.

Method of Fully Electronic:

Calculation: (Number of Completion Notices Returned within “X” Interval) / (Number of
Orders Completed where the Completion Notice is Returned Using
Electronic Process) x 100
All Other Interfaces:
(Number of Completion Notices Returned within “X” Interval) / (Number of
Orders Returned Using All Other Processes) x 100

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, and by Verizon Affiliates

Structure:

Reported By: All interfaces

Geographic Statewide

Level: ‘

Measurable Fully Electronic (EDI)

Standard: e Standard - 95% within 1 hour

Electronic Batch
s Standard — 95% within 12 hours

All other interfaces
s Standard — 90% within 24 hours

Business Rules:

24-hour clock is used to measure interval for all other interfaces.
Excludes weekends and Verizon published holidays

System hours will be used for fully electronic sub-measures
Report on the industry standard of SAR Version 4 only.

Fully electronic represents all near "real-time" interfaces that flow
through and do not include batch processing.

e Electronic Batch represents all electronic interfaces that include some
form of batch processing.

All other interfaces represent manual processes.

Electronic Batch will use the same calculation method as Fully
Electronic

Noftes:

o Completion Notices on disconnect orders are only on CLEC disconnect
orders (not on Verizon retail disconnect orders).
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Maintenance

lllinois Carrier-to-Carrier Guidelines
Measure 19

Description:
within a calendar month per 100 local exchange lines/interconnection or
interoffice trunks/ circuits/UNEs.

Method of (Total Number of Customer initial and repeat network trouble reports /

Calculation: Number of local exchange lines/interconnection or interoffice
trunks/circuits/UNES in service at the end of the prior reporting period) x
100

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),

Structure: and by Verizon Affiliates

Report By: By service group type (including LNP) & NXX Code Opening Troubles

Geographic Statewide

Level:

Measurable Service Group Types: Retail

Standard:

Resale POTS- Residence
Resale POTS-Business Retail POTS - Business

. Retail POTS - Residence
L]
¢ Resale Specials Retail Specials
L ]
[ ]

UNE Loop Non-designed B1 Dispatched Non Designed
UNE Loop Designed ¢ Dispatched Designed Service
(excludes HICAPs)

¢ UNE 2 wire xDSL e (TBD until SDA is established)
e UNE loop IDSL capable o (TBD until SDA is established)
¢ UNE Port Non-Designed e CentraNet
¢ UNE Transport o HICAP Designed
¢ UNE Platform

e UNE - P Res ¢ Residential POTS

e UNE - P Bus ¢ Business POTS

e UNE-P PRI + ISDN PRI

¢ [nterconnection Trunks o Verizon Dedicated Trunks

¢ Line Sharing - Conditioned o (TBD until SDA is established)

¢ Line Sharing - Non - e (TBD until SDA is established)
Conditioned e No more than .35% of total trouble

e LNP reponts received for LNP

e EEL o (Diagnostic)

e Dark Fiber o (Diagnostic)

e UNE Subloop e (Diagnostic)
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Business Rules:

De
Excludes CPE and IEC/CLEC caused troubies
Excludes troubles associated with coin
Excludes invalid, non-service affecting troubies
Excludes troubles associated with enhanced products and services
Excludes Subsequent reports
Excludes provisioning trouble reports
Excludes Verizon employee generated reports
Excludes Message Reports (circuit reports for which Verizon has no
records)
Access line/circuit count taken from previocus month
Include Test okay (TOK) and Found Okay (FOK) reports
Network Trouble includes the following dispositions:
o {04) Network Terminating Facilities
o {06) Outside Plant
o (07) Special Services/Transmission Elements & interoffice
Facilities
(09) Special Order
(10) Records/Soitware Programming
(11) Carrier or Concentrator
(12) Central Office
(13) Test OK
o (15) Came Clear
Results for EEL will be tracked diagnostically.
Results for UNE Subloop will be tracked diagnostically.
Results for Dark Fiber will be tracked diagnostically.

©C O C O 0

Notes:

Verizon will provide disaggregation by Maintenance Disposition codes
as diagnostic data upon raw data request.
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Maintenance Measure 20

it D.

Description: Measures the percent of trouble reparts not cleared by the commitment |
time.

Method of (Total network trouble reports not cleared by the commitment time for

Calculation: Verizon’s reasons / Total network trouble reports completed) x 100

Report Period: Monthly
Report Structure | Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
: and by Verizon Affiliates

Report By: » By service group type (including LNP) & NXX Code Opening Troubles
¢ By dispatch and no dispatch
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
o Resale POTS- Residence ¢ Retail POTS — Residence
* Resale POTS-Business ¢ Retail POTS - Business
¢ Resale Specials * Retail Specials
¢ UNE Loop Non-designed ¢ B1 Dispatched Non Designed
e UNE Loop Designed e Dispatched Designed Service
{excludes HICAPSs)
e UNE 2 wire xDSL e (TBD untif SDA is established)
e UNE loop IDSL capable e (TBD until SDA is established)
s UNE Port Non-Designed e CentraNet - Simple
e UNE Transport e HICAP Designed
o UNE Platform
¢ UNE-PRes e Residential POTS
e UNE-P Bus e Business POTS
¢ UNE-P PRI  |ISDN PRI
e Interconnection Trunks ¢ Verizon Dedicated Trunks
e Line Sharing - Conditioned s (TBD until SDA is established)
s Line Sharing - Non - e (TBD until SDA is established)
Conditioned
s LNP o No more than 1 missed commit per
month per CLEC
o EEL ¢ (Diagnostic)
o Dark Fiber e (Diagnostic)
o UNE Subloop ¢ (Diagnostic)
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Business Rules:

equirement De

Excludes CPE and IEC/CLEC cause
Excludes troubles associated with coin
Excludes invalid, non-service affecting troubles
Excludes troubles associated with enhanced products and services
Excludes Subsequent reports
Excludes provisioning trouble reports
Excludes Verizon employee generated reports
Excludes customer caused misses
Excludes Message Reports (circuit reports for which Verizon has no
records)
Include Test okay (TOK) and Found Okay (FOK) reports
Network Trouble includes the following dispositions:

o (04) Network Terminating Facilities

o (06) Outside Plant

o (07) Special Services/Transmission Elements & Interoffice
Facilities
(09) Special Order
(10) Records/Software Programming
(11) Carrier or Concentrator
(12) Central Office
(13) Test OK

o (15) Came Clear
Results for EEL will be tracked diagnostically.
Results for UNE Subloop will be tracked diagnostically.
Results for Dark Fiber will be tracked diagnostically.

© C o O O

Notes:

Verizon will provide disaggregation by Maintenance Disposition codes
as diagnostic data upon raw data request.
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Maintenance

Title

Average Time to Restore

Measure 21

ee Hequirement Descrif
Description: Measures the average duration of customer trouble reports from the
receipt of the customer trouble report to the time the trouble is cleared.
Method of (Total duration of customer network trouble reports) / (Total customer
Calculation; network trouble reports)
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and by Verizon Affiliates
Reported By: « By service group type (including LNP) & NXX Code Opening Troubles
¢ By dispatch and no dispatch
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
e Resale POTS- Residence | Retail POTS - Residence
¢ Resale POTS-Business ¢ Retail POTS - Business
e Resale Specials ¢ Retail Specials 7
¢ UNE Loop Non-designed ¢ B1 Dispatched Non Designed
¢ UNE Loop Designed ¢ Dispatched Designed Service
(excludes HICAPs)
+ UNE 2 wire xDSL e (TBD until SDA is established)
¢ UNE loop IDSL capable e (TBD until SDA is established)
e UNE Port Non-Designed e« CentraNet - Simple
s UNE Transport ¢ HICAP Designed
e UNE Platform
» UNE-P Res ¢ Residential POTS
¢ UNE - P Bus ¢ Business POTS
¢ UNE-P PRI + ISDN PRI
¢ Interconnection Trunks e Verizon Dedicated Trunks
e Line Sharing - Conditioned |e (7BD until SDA is established)
¢ Line Sharing - Non - e (TBD until SDA is established)
Conditioned ¢ Retail POTS- Total Business And
e LNP Residence, Non-Dispatched
e EEL o (Diagnostic)
e Dark Fiber o (Diagnostic)
s UNE Subloop s (Diagnostic)
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Are.
Business Rules:

= reime CrH
Excludes CPE and IE causéd troubles
Excludes troubles asscciated with coin
Excludes invalid, non-service affecting troubles
Excludes troubles associated with enhanced products and services
Excludes Subsequent reports
Excludes provisicning trouble reports
Excludes Verizon employee generated reports
Excludes Message Reports (circuit reports for which Verizon has no
records)
Include Test okay (TOK) and Found Okay (FOK) reports
Network Trouble includes the following dispositions:
o (04) Network Terminating Facilities
o (06) Qutside Plant
o (07) Special Services/Transmission Elements & Interoffice
Facilities
(09) Special Order
(10) Records/Software Programming
{11) Carrier or Concentrator
{12) Central Office
{13) Test OK
o (15) Came Clear
Results for EEL will be tracked diagnostically.
Results for UNE Subloop will be tracked diagnostically.
Results for Dark Fiber will be tracked diagnostically.

0O 0 o Q

Notes:

Verizon will provide disaggregation by Maintenance Disposition codes
as diagnostic data upon raw data request

44




lllinois Carrier-to-Carrier Guidelines

Maintenance Measure 22

Title: POTS Out of Service Less Than ‘243Hours

Description: Measures the percent of PGTS ‘o;ut'of serwce trouble reports cleared in
less than 24 hours.

Method of (Total number of out of service network troubles cleared in less than 24

Calculation: hours / Total number of out of service network troubles reported) x 100

Note: For non-design services only
Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and by Verizon Affiliates
Reported By: By POTS Residence and Business (Resale and UNE)
Geographic Statewide
Level:
Measurable Service Group Types: Retail
Standard:
¢ Resale POTS- Residence | ¢ Retail POTS - Residence
¢ Resale POTS-Business e Retail POTS - Business
¢ UNE loop Non-designed | e B1 Dispatched Non Designed
¢« UNE Port Non-Designed |e CentraNet - Simple
e UNE Platform
e UNE -P Res ¢ Residential POTS
e UNE - P Bus e Business POTS

Business Rules: | ¢ Residential and Business POTS only
Excludes no access
Interval for tickets received Saturday and Sunday begins no later than
Monday morning

e Excludes CPE and IEC/CLEC caused troubles

¢ Excludes Subsequent reports

¢ Excludes Message Reports (circuit reports for which Verizon has no
records)

* Excludes Verizon employee generated reports

Notes: » Verizon will provide disaggregation by Maintenance Disposition codes

as diagnostic data upon raw data request.
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Maintenance

Title: F!'ec

Hllinois Carrier-to-Carrier Guidelines

Measure 23

uenc of Repeat Troubles i m 30-Day Period

Describﬁon:

g O

squirement Descriptio

Measures the percent of customer network trouble reports received within
30 calendar days of a previous report.
Method of (Total customer network trouble reports received within 30 calendar days of
Calculation: a previous customer report / Total customer network trouble reports) x 100
Report Period: | Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies),
Structure: and by Verizon Affiliates
Report By: By service group type (including LNP) & NXX Code Opening Troubles
Geographic Statewide
Level
Measurable Service Group Types: Retail
Standard:

Resale POTS- Residence

. e Retail POTS - Residence
* Resale POTS-Business ¢ Retail POTS - Business
¢ Resale Specials o Retail Specials
e UNE Loop Non-designed |e B1 Dispatched Non Designed
e UNE Loop Designed » Dispatched Designed Service (excludes
HICAPSs)
e UNE 2 wire xDSL e (TBD until SDA is established)
e UNE loop [DSL capable o (TBD until SDA is established)
» UNE Port Non-Designed | e CentraNet - Simple
¢ UNE Transport e HICAP Designed
* UNE Platform
» UNE -P Res ¢ Residential POTS
« UNE-PBus e Business POTS
e UNE-P PRI e |ISDN PRI
¢ Interconnection Trunks e Verizon Dedicated Trunks
e Line Sharing - o (TBD until SDA is established)
Conditioned
e Line Sharing - Non - e (TBD until SDA is established)
Conditioned * No more than 2 repeat trouble reports
e LNP per month per CLEC
« EEL o (Diagnostic)
e Dark Fiber s (Diagnostic)
o UNE Subloop o (Diagnostic)
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Business Rules:

Excludes CPE and IEC/CLEC ¢
Excludes troubles associated with coin
Excludes invalid, non-service affecting troubles
Excludes troubles associated with enhanced products and services
Excludes Subsequent reports
Excludes Verizon employee generated reports
Excludes troubles associated with inside wiring
Excludes Message Reports (circuit reports for which Verizon has no
records)
Network Trouble includes the following dispositions:
o (04) Network Terminating Facilities
o (06) Ouiside Plant
o (07) Special Services/Transmission Elements & Interoffice
Facilities
(09) Special Order
(10) Records/Software Programming
(11) Carrier or Concentrator
(12) Central Office
(13) Test OK
o (15) Came Clear
Results for EEL will be tracked diagnostically.
Results for UNE Subloop will be tracked diagnostically.
Results for Dark Fiber will be tracked diagnostically.

o O Qo0

Nofes:

Verizon will provide disaggregation by Maintenance Dispositicn codes
as diagnostic data upon raw data request.
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Network Performance Measure 24
Title: Percent Blocking on Common Truqks
equire

Measures the percent of orﬁfribn and sh

Description:
exceeding 2% blockage.
Method of (Number of common and shared transport trunk groups exceeding 2%
Calculation: blockage / Total number of common and shared transport trunk groups) x
100
Report Period: Monthly (Exception Reperting Cnly)
Report Individual CLEC, by Verizon (if analog applies) and by Verizon Affiliates
Structure:
Report By: By total trunk groups.
Geographic Statewide
Level:
Measurable Benchmark: 2% of trunk groups blocking at no more than 2%
Standard:

Business Rules:

» Reports provided 45 days after close of data month.
» Verizon will make available detailed information for all trunk groups not
meeting 2% blocking level with the monthly report

Notes:
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Network Performance

Illinois Carrier-to-Carrier Guidelines
Measure 25

Title

Percent Final Trunk Group Blocka

g ptio

Description: Measures the number of final trunk groups exceeding 2% Blocking
standard for 3 consecutive months.

Method of Count of final trunk groups that exceed 2% blocking threshold for three

Calculation: consecutive months, exclusive of trunks that block due to CLEC network
problems

Report Period: Monthly

Report s Individual CLEC

Structure: ¢ CLECs in the aggregate

Report By: CLEC Trunks

Geographic Statewide

Level:

Measurable Final trunk groups will not exceed 2% blockage threshold for 3 consecutive

Standard: months.

Business Rules:

¢ Only measured on trunks where Verizon has outgoing traffic to CLECs,
and where VERIZON controls trunk capacity.

e Does not apply when trunks are provisioned as two-way trunks.

¢ Verizon reports provided 45 days after close of data month.

» Exception Reporting Only (Only reporting data for those trunk groups
exceeding the 2% blockage threshold for 3 consecutive months.)

Excludes:

e Abnormal blockage exclusions:

o Network Failures, Switch Outages, Acts of God, Storms,
Tornadoes, etc.

¢ National Holidays

¢ Media Stimulated Mass Calling

e Cable/Fiber cuts

¢ Microwave Failures

s Power Outages

* Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes: » Trunks terminating at a Tandem are engineered at the B.005 level.
+ Trunks terminating at the End office are engineered at the B.01 level.
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Network Performance

lllinois Carrier-to-Carrier Guidelines
Measure 26

Title:

ea

Description:
date.

Method of ((Number of NXXs loaded and tested by LERG effective date) / {(Number of
Calculation: NXXs scheduled to be loaded and tested by LERG effective date)) x 100
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and by Verizon Affiliates
Report By: Reported for all NXX codes scheduled to be loaded in reporting period
Geographic Statewide
Level:
Measurable Parity— comparison made to results for loading Verizon NXX codes by the
Standard: LERG effective date.

Business Rules:

o Excludes any NXX codes with requested loading interval of less than
the industry standard (currently 45 days).

* Excludes any NXX code that cannot be completely tested because the
CLEC has not provided an accurate test number or because CLEC
facilities have not been installed.

¢ Includes both additions and deletions to NXX codes.

Notes:

o NXX loading procedures include central office/tandem translations,
verification of translations, call through testing, and AMA testing.
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Measure 28

re
data generated either by CLEC retail customers or access usage
associated with CLEC customers and the time when the data set, in a
compliant format, is successfully transmitted to the CLEC.

Method of Sum ((Data Set Transmission Availability Date) - (Date of Message
Calculation: Recording)) / (Count of All Messages available for Transmission in
Reporting Period)
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and by Verizon Affiliates
Report By: e Resale Local
s Resale Toll
e UNE (IntraLATA and InterLATA combined)(excluding UNE Platform)
« UNE Platform — Local
¢ UNE Platform - Access
e Jointly provided switched access (associated with meet point billing)
Geographic Statewide
Level:
Measurable Parity for Resale - Local, Resale - Toll and UNE
Standard: Parity for UNE Platform — Local is Resale — Local

Parity for UNE Platform — Access is IXC switched access
Benchmark for Jointly provided switched access:
Standard — 95% in 6 Days

Business Rules:

Notes:

Local/toll are billed through CBSS billing systems. Access usage is billed
out of CABS. UNE Platform can contain both elements and will be
reported separately, if applicable.
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Billing

lllinois Carrier-to-Carrier Guidelines
Measure 29

Title Accuracy of Usage Feed

Rt g T

equirement vescription
ess of content, accuracy of information and

Description: easures the completen
conformance of formatting of the records Verizon transmits to the CLEC
in the reporting period.
Note: This data will be collected by CLECs and reported by Verizon

Method of ((Number of Total Correct Usage Records Processed in the Reporting

Calculation: Period That Reflected Complete information Content and Proper
Formatting) / (Total Number of Usage Records Received and
Processed)) x 100
Note: Total usage records includes detail data records, headers and
trailers

Report Period: Monthly

Report Structure: | Individual CLEC, CLECs in the aggregate

Report By: Total Records

Geographic Level: | Statewide

Measurable Benchmark

Standarad:

Parties agree that data will be collected for this measure and the
appropriate benchmark discussed at next Carrier-to-Carrier Guidelines
Plan Review or after three months of data are available, which ever
oceurs first.
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Business Rules:

Usage files included in the reporting month will be those processed by the
GLEC in that month

Usage feed will include Resale, UNE and Meet Point Billing usage

Results will be supplied by the CLEC to Verizon by the 7" calendar day by
7p.m. (EST) after the end of the month under report. If no data is received
by Verizon from the CLEC by required date, no results will be reported by
Verizon for the CLEC for that reporting month. Data must be supplied by the
CLEC to Verizon in the agreed to format, at minimum including data for the
numerator, denominator and the calculated result.

If the data received by Verizon from the CLEC are incomplete or corrupted,
Verizon will return the data file to the CLEC. The Verizon will have 12 hours
after the receipt of the monthly results from a CLEC to validate the accuracy
and completeness of the file and return incomplete and/or corrupted files to
the CLEC for correction. The CLEC has until the 9" calendar day at 7p.m.
(EST) to re-submit the file to Verizon for inclusion in the monthly reported
results.

Usage files by Verizon will be considered non-compliant if Verizon has
changed its file criteria without providing the CLEC notice of the change 60
days prior to implementation of changes resulting from modifications to the
industry format standards or 30 days prior to implementation of changes to
internal Verizon format standards. For changes to internal Verizon format
standards, a CLEC may request that the implementation of the change be
delayed up to 30 days to allow the CLEC a 60-day internal to implement the
change in its systems. This request from the CLEC must be submitted in
writing to Verizon prior to the implementation of the change.

Changes to Verizon-specific implementation guide and Verizon reference
table shail not constitute valid criteria for the purpose of determining the
accuracy of a mechanized bill unless notice of the change has been
provided through an agreed-upon medium for the minimum notice period.
The layout of the records exchanged between companies shall be the EMI
record as described in the current edition of the EMI manual published by
ATIS on behalf of the Ordering and Billing Forum, as supplemented by
specific requirements. This will include record length, field descriptions, and
dataset characteristics.
Validation of accuracy and completeness of the files will be accomplished
by means of pack invoice checking for proper sequencing. Further
validation will occur by balancing of the record count and revenue total
contained in the pack trailer to the detail records.
A record is correct if it is of the correct length, all of its fields are of correct
length and mode (alpha or numetric), and it is a valid EMI record type.

A header is correct if:

1) the invoice number is correct if it is of proper sequence (the sequence is
1 greater than the previous header invoice number or it is 1 if the previous
sequence was 99);

2) the trailer count and the count of detail records agree and ;

3) the trailer revenue total agrees with the total of the revenue fields within
each detail record within the pack.
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N’otes:

Verizon will have the right to audit the CLECS’ data collection and
reporting process subject to the same notice requirements that would
apply to a CLEC audit of Verizon’s data.

Verizon can request the CLEC supply the raw data used to compile
the monthly results subject to the same notice requirements that
would apply to Verizon’s provision of raw data.

Raw data includes header, trailer and detail records, for the report
period in question.
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Billing

Title:

lllinois Carrier-to-Carrier Guidelines
Measure 30

Wholesale Bill Timeliness

; L e ememn ; Hp
Description: This measure captures the elapsed number of calendar days between the
scheduled close of a Bill Cycle and Verizon’s successful transmission of
the associated invoice to the CLEC.
Method of (Count of Invoices Transmitted by Verizon in 10 calendar days from the
Calculation: scheduled Bill Cycle Close*/Total Count of Invoices Transmitted in
Reporting Period) X 100
*Bill Cycle Close = Bill Date
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, and by Verizon Affiliates
Structure:
Report By: ¢ Resale
e UNE (IntraLATA and InterLATA combined)
o Facilities/Interconnection
Geographic Statewide
Level: :
Measurable Benchmark:
Standard: + Standard — 98% within 10 business days
Business Rules: | « Includes only mechanized bills.
s Excludes paper bill, magnetic bill, CD ROM bill or Custom Bill diskette
bill.
Notes: o Legacy system billing data feeds do not support the disaggregation of
UNE and Resale major service group types. Results for Resale and
UNE service will be reported by group types as a total result.
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Billing Measure 31

Title: l_J_sa e Completeness

Description: Measures the percentage of

Method of (Count of usage charges on the bill that were recorded within last 30 days
Calculation: / total count of usage charges on the bill) x 100

Report Period: Monthly

Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and by Verizon Affiliates

Report By: * Resale

* UNE (IntraLATA and InterLATA combined)
¢ Facilities/Interconnection

Geographic Statewide

Level:

Measurable Parity for Resale and UNE
Standard:

Benchmark for Facilities/Interconnection

o Standard - 95%
Business Rules: | e Excludes summarized charges
Notes: o Legacy system billing data feeds do not support the disaggregation of
UNE and Resale major service group types. Results for Resale and
UNE service group types will be reported as a total resuli.
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Recurring Charge Comp leteness

Hllinois Carrier-to-Carrier Guidelines
Measure 32

i

equirement Descriptio

Description:

Measures the percentage of fractional recurring charges appearing on the
correct bill.
Method of *Correct bill = next available bill
Calculation:
(Dollar amount of fractional recurring charges that are on the correct bill*/
total dollar amount of fractional recurring charges that are on bill) x 100
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and by Verizon Affiliates
Report By: e Resale
e UNE (IntraLATA and InterLATA combined)
s Facilities/Interconnection
Geographic Statewide
Level;
Measurable Parity for Resale and UNE
Standard:

Benchmark for Facilities/Interconnection
e Standard — 90%

Business Rules:

o The effective date of the recurring charge must be within one month of
the bill date for the charge to appear on the correct bill.

¢ Excludes late charges resulting from externally mandated billing
changes that Verizon cannot reasonably implement in a timely manner.

Notes:

¢ Verizon will compare CLEC results to a statistically valid sample of
Verizon results.
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Billing

Title:

lllinois Carrier-to-Carrier Guidelines
Measure 33

Non-Recurring Charge Com leteness

Description: Measures the percentage of non- recurrmg charges appearing on the
correct bill.
Method of *Correct bill = next available bill
Calculation:
{Dollar amount of non-recurring charges that are on the correct bill */ total
dollar amount of non-recurring charges that are on bill) x 100
Report Period: Monthly
Report Individual CLEC, CL.ECs in the aggregate, by Verizon (if analog applies)
Structure: and by Verizon Affiliates
Report By: * Resale
e UNE (IntraLATA and InterLATA combined)
o Facilities/Interconnection
Geographic Statewide
Level:
Measurable Parity for Resale and UNE
Standard:

Benchmark for Facilities/Interconnection:
e Standard — 90%

Business Rules:

* The effective date of the non-recurring charge must be within one
month of the bill date for the charge to appear on the correct bill.

¢ Excludes late charges resulting from externally mandated billing
changes that Verizon cannot reasonably implement in a timely manner,

Notes:
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#

Billing Measure 34

_Title: Bill Accurac

T T

equirement Desc L

Description: Measures the percentage of the total bill amount that is not adjusted by
correcting service orders or adjustments for the menth.
Method of (Total monies billed without corrections/total monies billed) x 100
Calculation:
Report Period: Monthly
Report Individual CLEC, CLECs in the aggregate, by Verizon (if analog applies)
Structure: and by Verizon Affiliates
Report By: ¢ Resale
e Usage
e Recurring Charges
¢ Non-Recurring Charges
e UNE (IntraLATA and InterLATA combined)
e Usage
¢ Recurring Charges
¢ Non-Recurring Charges
e Facilities/Interconnection
e Usage
e Recurring Charges
¢ Non-Recurring Charges
Geographic Statewide
Level:
Measurable Benchmark for Resale and UNE:
Standard: e Standard - 97%
Benchmark for Facilities/Interconnection:
e Standard - 95%
Business Rules: | « Excludes late charges resulting from externally mandated billing
changes that Verizon cannot reasonably implement in a timely manner.
Notes: e Legacy system billing data feeds do not support the disaggregation of
UNE and Resale major service group types. Results for Resale and
UNE service group types will be reported as a total result.
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Billing

Title:

Accuracy of Mechanized Bill Feed,

Illinois Carrier-to-Carrier Guidelines
Measure 36

easures the percen age of“mechamzed‘ bill feeds

Descnptlon. are accurately
passed to the CLEC in the reporting period.
Note: This data will be collected by CLECs and reported by Verizon

Method of BOS-BDT Format:

Calculation: (Total # of correct records + correct trailers balanced to count of records
that passed / Total # of records + trailers processed in that reporting
period) x 100
EDI Format:
(Total # of correct segments +correct bills + correct transmissions that
passed / Total # of records + bills + transmissions processed in that
reporting period) x 100

Report Period: Monthly

Report Individuai CLEC, CLECs in the aggregate

Structure:

Report By: BOS-BDT format and ED! format, as supplemented by specific
requirements.

Geographic Statewide

Level:

Measurable Benchmark

Standard:

Parties agree that data will be collected for this measure and the
appropriate benchmark discussed at next Carrier-to-Carrier Guidelines
Plan Review or after three months of data are available, which ever occurs
first.

Business Rules:

e Report will be by calendar month

e Transmissions included in the reporting month will be those processed
by the CLEC in that month. Usage feed will include Resale, UNE and
Meet Point Billing usage -

* Results will be supplied by the CLEC to Verizon by the 7" calendar day
by 7p.m. (EST) after the end of the month under report

» If no repont data is received by Verizon from the CLEC by required
date, no results will be reported by Verizon for the CLEC for that
reporting month.

» Report Data must be supplied by the CLEC to Verizon in the agreed to
format, at minimum including data for the numerator, denominator and
the calculated result.

¢ If the report data received by Verizon from the CLEC are incomplete or
corrupted, Verizon will return the data file to the CLEC. Verizon will
have 12 hours after the receipt of the monthly results from a CLEC to
validate the accuracy and completeness of the file and return
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incomplete and/or corrupted files to the CLEC for correction. The
CLEC has until the 9" calendar day at 7p.m. (EST) to re-submit the file
to Verizon for inclusion in the monthly reported results.

Mechanized bill feed transmissions by Verizon will be considered non-
compliant if Verizon has changed its transmission criteria without
providing the CLEC notice of the change 60 days prior to
implementation of the change.

Changes to Verizon-specific implementation guide and Verizon
reference table shall not constitute valid criteria for the purpose of
determining the accuracy of a mechanized bill unless notice of the
change has been provided through an agreed-upon medium 60 days
prior to the implementation of changes resulting from modifications to
the industry format standards or 30 days prior to implementation of
changes to internal Verizon format standards. For changes to internal
Verizon format standards, a CLEC may request that the
implementation of the change be delayed up to 30 days to allow the
CLEC a 60-day internal to implement the change in its systems. This
request from the CLEC must be submitted in writing to Verizon prior to
the implementation of the change.

A record is accurate if the billing data meets the published
specifications meaning that each field of each record is of proper
length and style (numeric or alpha), and it is a valid BOS-BDT or ED!
file type.

A BOS-BDT record is accurate if a 99-99-99 record is included with
every transmission.

A record is accurate if the bill format complies with both X12 industry
guidelines and Verizon-specific implementation guide.

A record is accurate if the codes contained | the transmission agree
with the codes contained in Verizon Reference Table

A record is accurate if the billed service type matches the service types
that have been communicate tot he CLEC.

An EDI transmission is accurate if the enveloping starting segments
provide accurate send/receive information and the envelope ending
segments provide accurate counts.

Notfes:

BOS-BDT and EDI Billing data is considered compliant if they meet
published specifications. This means that each field of each record is
of proper length and style (numeric or alpha).

Verizon will have the right to audit the CLECs’ data collection and
reporting process subject to the same notice requirements that would
apply to a CLEC audit of Verizon’s data.

Verizon can request the CLEC supply the raw data used to compile the
monthly results subject to the same notice requirements that would
apply to Verizon’s provision of raw data.
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Collocation

Title

Time to Respond to a Collocation Request

Illinois Carrier-to-Carrier Guidelines
Measure 40

Description: Measures the interval it takes Verizon to respond to a CLEC’s collocation
request.
Method of Space Availability Response Letter
Calculation: ((# of Collocation Requests Completed in Tariff Interval)/ (Count of Total
Requests Completed in Reporting Period)) x 100
Report Period: | Monthly
Report individual CLEC, CLECs in the aggregate and by Verizon Affiliates
Structure:
Report By:
Physical Collocation:
¢ Caged
e (ageless
e Shared-Cage
Virtual Collocation
Geographic Statewide
Level:
Measurable Standard - 90% on time
Standard:

Business Rules:

e Excludes orders canceled by CLEC

» If the CLEC makes a change to the cage size, number of bays
required {cageless), requests additional AC/DC power, terminations, or
HVAC, in their application within the tariff period or after the tariff
period, the clock is restarted from the revised application receipt date.

» Standard intervals subject to the guidelines outlined in the tariffs.

Notes:

» Intervals begin upon receipt of valid request per published Verizon
guidelines.

o |f different standards for space availability response letters are adopted
in any future Local Competition proceeding, this metric shall be re-
visited.

62




Collocation

Title: Ti

Hlinois Carrier-to-Carrier Guidelines
Measure 41

Measures the interval it takes V;ion

.Description: (build) a collocation
arrangement.
Method of (( of Collocation Arrangements Completed in Tariff/Negotiated Interval)/
Calculation: (Total Number of Collocation Arrangements Completed During the
Reporting Period)) x 100
Report Period: | Monthly
Report Individual CLEC, CLECs in the aggregate and by Verizon Affiliates
Structure:
Report By: Physical Collocation:
« Caged
¢ Cageless
e Shared-Cage
Virtual Collocation
Geographic Statewide
Level:
Measurable Standard - 90% On Time
Standard:

Business Rules!

¢ Interval begins when Verizon receives a completed application with
appropriate application fee.
Excludes orders canceled by CLEC

¢ Excludes CLEC caused misses.

e Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:

Interval: The average number of business days between receipt of valid
order application date and completion. The application date is the date
that a valid service request, including appropriate fees, is received.

Late/Un-forecasted Demand will have the following Interval Start Date:

+ No Forecast Received: 3 Months after application date

e Forecast Received 1 month Prior to application date: 2 Months after
application date

o Forecast Received 2 months prior to application date: 1 Month after
application date

» Forecast received 3 months prior to application date: On the application date

Completions: Verizon will not be deemed to have completed work on a
collocation space until the space is suitable for use by the CLEC, and the
cable assignment information necessary to use the facility has been
provided to the CLEC.

If different interval standards for collocation are adopted in any future
Local Competition proceeding, this metric shall be re-visited.
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Interfaces

Title:

lllinois Carrier-to-Carrier Guidelines
Measure 42

Percentage of Time Interface is Available

equi escr

Description:

Measures percent o

ime OSS interface is available compared to

scheduled availability.

Method of [(Number of Scheduled Interface Available Hours) - (Number of

Calculation: Unscheduled Interface Unavailable Hours)] / Scheduled System Available
Hours) x 100

Report Period: Monthly

Report CLECs in the aggregate, by Verizon (if analog applies), Verizon Affiliate

Structure:

Reported By: By interface type for all interfaces accessed by CLECs (e.g., pre-ordering,
ordering, and maintenance)

Geographic Statewide

Level:

Measurable Benchmark for all interfaces

Standard: Standard — 99.25%

Business Rules:

o OQutage hours are obtained from outage reports

» Any change requests for extended availability during the reporting
period are added to the scheduled hours.

« Verizon affiliate data will be excluded from all CLEC aggregate
performance (in all measures).

Notes:

¢ Data is captured on a nationwide basis and national results are
reported at a state level.
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Illinois Carrier-to-Carrier Guidelines

Interfaces ‘ Measure 44

Title: __center

Description: Measures the average time it takes Verizon’s work center to answer a call.
Method of Sum (Date and Time of Call answer - Date and Time of Call Receipt) /
Calculation: (Total calls answered by center))
Report Period: Monthly
Report CLECs in the aggregate, and by Verizon (if analog applies)
Structure:
Report By: » Verizon’s Ordering Center
¢ Verizon's Repair Center
Geographic Statewide
Level:
Measurable Repair Centers
Standard: Benchmark

Standard — average 17 seconds

Benchmark (Ordering Centers)
Standard — average 17 seconds

Business Rules:

Notes: e Measured by individual queue, if applicable, in each Verizon center.
Data is captured on a nationwide basis and national results are
reported at a state level.

¢ Two repairs centers are reported: 1) Designed Engineered Services;
and 2) Non-designed (Non-Engineered) Services
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